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Time to Self 
STOCKS? 


or hold for higher prices ? 


TOCKS are up from 93 in 

April to 115 — 22 points or 
24%—a substantial gain for a six 
months’ period. Should conserva- 
tive investors protect their profits? 
Or does the longer-term outlook 
promise substantially higher prices 
and a new bull market? 


Current UNITED Report analyzes 
the stock market position and reaches a 
conclusion of interest to investors, with 
timely comment on the prospects for 
these active issues: 


U. S. Steel 
Beth. Steel 
Sperry Corp. 
Phillips Pet. 
Mack Trucks 
Loew’s Inc. 
Johns-Manv. Am. Car & Fy. 
Flintkote Remington R. 


Send for Bulletin MW-46 FREE! 
UNITED BUSINESS SERVICE 


210 Newbury St. ~ rr Boston, Mass. 


SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 102 
A DIVIDEND of One Dollar ($1.00) per share 
on the Common Stock of this Company has been 
declared payable at the Treasurer's Office, No. 
165 Broadway, New York, N. Y., on Monday, 
December 21, 1942, to stockholders of record 
at twelve noon on Saturday, November 21, 1942. 
The stock transfer books will not be closed 
for the payment of this dividend. 
J. A. SIMPSON, Treasurer. 
New York, N. Y., October 15, 1942. 


Chrysler 

Am. Smelting 
Atl. Coast L. 
Penna. R.R. 
Celanese 
Goodyear 

















Attention Treasurers! 


Leading corporations run their 
current dividend notices with us! 
The know that ALL of our read- 
ers are stockholders of record, 
seeking investment for their sur- 
plus funds. 

What better audiences could 
you possibly find to place your 
dividend notices before. 

This is an inexpensive way to 
build permanent stockholders—to 
build confidence among security 
holders in your company and its 
current management. 


Why not schedule your next 
dividend announcement with us? 
The cost is but $1.00 per line! 


Circulation analysis on request. 


Address—Advertising Department 
90 Broad Street New York, N. Y. 
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Announcing: Our New Book for Subseribers 





VALUE 
$2.50 








With Your Subscription NOW,—Personal Private-Edition 
Copy of the Most Important-To-You Book of The Year 


Your Investment Opportunities 
Under Total WAR 


Now and throughout 1943, this book will be your most practical investment aid—one to which you 
will refer continuously and depend upon for sound guidance as the pattern of our total war 
economy dominates the industrial scene. It is designed to help you capitalize on the recovery 
ahead . . . to provide you with that extra help so important to your investment success under 


today’s swift developments. 


IT WILL GIVE YOU: 
1. A Basis for Investment Strategy Now... 


and Throughout 1943 


. .. Sound Principles to Enable You to Build 
Capital and Income. 


2. What Your Plan of Campaign Should Be 


. According to Your Capital and Objectives 

—Weighing Your Present Investment Status 
How Is Your Capital Allocated . . . Fixed 
and Venture Funds 


—Lining Up a Suitable, Diversified Program 
Place and type of common stocks, preferred 
stocks and bonds for your portfolio 


—Building a Backlog from Profits 
A Reserve for Your Protection 
. . » Avoid Over-Extending Yourself 


—Taking of Speculative Risks 
To What Extent . .. Under What Personal 
and Market Conditions. 


—Buying of Long Pull, Low-Priced Stocks for 
Capital Building Purposes. 


TO ASSIST YOU FURTHER— 


A Timely Consideration of... 


—Inflation . . . Its Trends, Stages, Possible 
Scope ...in War... Post War 

—Revolutionary Changes in Industry 
New methods and developments . .. new 
markets .. . reshuffling of products. 

—New Economic and Political Factors 
Regulation and controls . . . stabilization . . . 
taxes . . . peak national income . . . debt. 

3. Specialized Portfolios to Meet Your 
Needs 

Definite Security Recommendations 

Common Stocks, Preferred Stocks and Bonds 

. .. for Income and/or Capital Appreciation 

—For the Senior Business and Professional Man 

—For the Junior Business and Professional Man 

—For the Retired Business and Professional 


Man 
—For the Widow 
Timely Counsel and Suggestions 


—For Those Already In or About To Enter 
Our Armed Forces. 
—For the Woman Left on Her Own. 


To be sure of receiving a copy of this new book, send your order today, as we are printing only 


a limited edition. 
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The Trend of Events 


TIDE OF BATTLE . . . One is strongly tempted to say 
that the balance of power in this war seems at last to 
have shifted to the United Nations. It is quite possible 
that it has—but recollection of past mistakes and over- 
confidence is sobering. At best, this is just the dawn of 
a brighter day and many hard battles remain to be 
fought. We have reason to be hopeful—not yet reason 
to be boastful. 

The major offensive against Rommel in Africa is off 
to a glorious start. While the British speak with reserve, 
it is notable that eye-witness accounts of the fighting by 


‘American correspondents are far more optimistic than 


ever before. Evidently this is not just another “desert 
campaign” side show. It is a major offensive aimed at 
obtaining United Nations’ control of Africa and the Medi- 
terranean; and its full scope—including probability of 
other offensive moves originating elsewhere than from 
Egypt—is yet to be revealed. Thus the stakes are very 
high. If by spring our African and Mediterranean ob- 
jectives are substantially achieved, it may well be that 
the road to final victory over Hitler will lead up from 
Italy and the Balkans rather than from Northern France. 
The southern German flank, as it was in World War I, is 
the weakest. 

In Russia our present advantage, while highly im- 
portant, is basically defensive. Moreover, while atten- 


tion centers on heroic Stalingrad, the Germans continue 
their all-out drive for the Caucasus—and it was stated 
in Moscow last week that the Caucasus remains in “mor- 
tal danger.” Nevertheless, our whole prospect in the 
mid-East looks brighter and our offensive in Africa can 
certainly be expected to relieve the pressure on Russia. 

In the Pacific the final story of the Solomon Islands 
action is yet to be written. While recent Navy reports 
have been encouraging from a defensive point of view, 
judgment must be reserved. It is conceded that the 
Japs are still landing troops, some even in daylight. 

One thing of incalculable importance that we can be 
sure of is that we now have definite superiority of air 
power in every major theatre of conflict—and this su- 
periority will continue to grow. Whether or not it can 
win the war, it will certainly be the most decisive single 
factor. 


“TYPEWRITER STRATEGISTS" . . . No one contends 
that civilians should “run the war” but in this non- 
militarist nation it is very fortunate that they have the 
right—through constructive criticism—to hold our war- 
makers accountable for methods as well as for results. 
Our leaders are human—not infallible. Otherwise, we 
would not have been so slow to awaken to the revolu- 
tionary military significance of the airplane. Otherwise, 
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we would not have been caught asleep at Pearl Harbor. 
Since the start of this war, “public prodding” has time 
and again served very useful purposes both here and in 
England—and to date has caused no disasters. 

One reason the country needs its “typewriter strate- 
gists” is because the quality and effectiveness of the 
“loyal opposition” in Congress—as represented by the 
divided Republican Party—have been so poor. For the 
sake of the nation, as well as a practical aid to the Pres- 
ident in getting results, it is to be hoped that from here 
on Mr. Willkie can supply the constructive spark that is 
so largely missing from the Republican side in Congress. 

Very pertinent to this matter are the following re- 
marks made a few years ago by a certain prominent 
man: 

“Tt is an astounding fact that the Navy has never 
initiated any one of the really fundamental reforms that 
were essential... . All of these reforms were forced upon 
the Navy from the outside, and in every case against 
determined opposition.” 

Who said that? Answer: the late Admiral William S. 
Sims! 

Substantially the same thing could be said of the 
Army—the Army which courtmartialed Billy Mitchell, 
its earliest outstanding advocate of air power! 

After all, this is predominantly a war of, by and for 
civilians. Only a very small sprinkling of those engaged 
in the effort are experienced professionals in the science 
and art of war—and even those are not beyond need of 
“prodding.” 


WELL DONE .. . Just two weeks before the elections 
Congress adopted by nearly unanimous vote the biggest 
tax bill in all history. This action, as well as various 
other developments, reflects a new realism and deter- 
mination at Washington which are most heartening. 
Politics, though not adjourned, has been substantially 
relegated to the background. At last the Government 
is catching up with public opinion. The worst of the 
confusion, bungling and buck-passing seems over. 

As for the tax program, we think its virtues far out- 
weigh its defects. No tax legislation can ever satisfy 
all points of view. Considering the circumstances sur- 
rounding this bill, it is rather remarkable that so sensible 
a compromise was reached. 

The variety of “cushions” provided for corporate tax- 
payers reflects a growing realization that corporate levies 
are so near the feasible limit that care must be taken 
less the incentive for efficient capitalist production be 
completely killed. 

Heavy as are the increases in personal income taxes, 
it is realized by the Government that they are not ade- 
quate from the standpoint of inflation control. Yet we 
agree with the reasoning that taxes approaching those 
of England and Canada would have involved too severe 
an adjustment in a single year. 

Of course there will be another tax program in 1943, 
also some form of compulsory savings. But only a few 
more crumbs can be had from the corporations and the 
rich. From here on it’s going to be a “people’s war” in 
tax sacrifices as well as otherwise. For the first time in 


our history a majority of the gainfully occupied are going 
to pay direct income taxes. That is a good thing. It 
ought to result in more efficient and less wasteful govern- 
ment. It means that greatly increased numbers of voters 
will have a conscious, pocket-book interest in the quality 
of our legislators and officials. 


LUXURY GOODS... The Bureau of Agricultural Eco- 
nomics, which has a pretty good record for accuracy in 
its forecasts, offers the following summaries of what lies 
ahead: 

1. An annual peak rate of $100,000,000,000 for war 
expenditures will be attained by June of next year. 

2. By that time two-thirds of the country’s total pro- 
duction will be for war purposes. 

3. Goods available for the consuming public will be 
down to but little more than half the volume available 
in June, 1941. 

4. Drastic adjustments will be required in distribu- 
tion facilities and methods. 

5. Rationing of a growing list of commodities will be 
unavoidable. 

In the light of this picture, it should surprise no one 
that President Roosevelt stated at a press conference 
last week that the Government has already decided to 
“curtail more drastically” the production of luxury goods 
in order to free workers for essential production. 

It is expected that in the near future the War Pro- 
duction Board will complete and announce a list of goods 
officially classed as essential. A good many business 
enterprises will have reason to eye it anxiously. If what 
they make is not on it, they can get ready for either 
a very severe squeeze or extinction for the duration. The 
fact that they don’t use shortage materials will not save 
them. 

We don’t know by precisely what standard the Gov- 
ernment will draw its line between luxury goods and 
essentials. But we can take it for granted that it will 
not be the soft and easy standard of peace time. 


QUALITY VERSUS QUANTITY ... The ideal objective 
in war production is the maximum in both quantity and 
quality of equipment. But the ideal can not be at- 
tained. Starting from practically nothing, it was inev- 
itable that the Government’s first emphasis would be 
on quantity; and that, under the changing requirements 
of actual combat, some of the initial designs of airplanes 
and tanks would have shortcomings. 

President Roosevelt’s recent statement that from here 
on less emphasis would be put on quantity and more on 
quality is a most significant and encouraging thing. 
What we need is the best quality weapons in the maxi- 
mum feasible numbers. Beyond the point where volume 
involves sacrifice of quality, there is no advantage in it. 

Although not stated, the reduction in the 1942 goals— 
60,000 planes and 45,000 tanks—will undoubtedly be 
moderate. In any event the total striking power of the 
planes and tanks to be turned out this year will be 
greater than the most optimistic dared hope for a year 
ago—and terrifyingly more than the Axis allowed for 
from “decadent America” in so short a period of time. 
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THE SALARY LIMIT . . . Many of the people who 
favor—even clamor for—enforcement of a ceiling on 
wages are inconsistently denouncing the impending net 
limit of $25,000 on salaries. They argue that the latter 
penalizes initiative and ability. So it does, but the same 
is true of any rigid wage limitation. If either is valid 
in principle m time of war, then both are. 

We can take it for granted that Federal wage limita- 
tion will terminate when peace returns. It will behoove 
all believers in private enterprise—and that certainly is 
a big majority of our people—to insist that salary ceil- 
ings terminate at the same time. Excepting as automa- 
tically conditioned by the graduated income tax, there 
is no justification whatever in peace time for political 
regimentation of what any man can legitimately earn 
through initiative, ability and work. 


THREATENED FOOD SHORTAGE... 
After years of farm surplus, it comes as 
something of a shock to realize that in 
this fruitful nation we can no longer 
take our food supply for granted. On 
the one hand, demand for foods has 
been greatly increased by military and 
lend-lease needs, as well as by the great 
increase in consumer purchasing power. 
On the other hand, acute and growing 
shortage of farm labor threatens an ac- 
tual reduction in supply. 

Farm income this year has reached 
a new high record by a wide margin, 
yet an increasing number of farms are 
being offered for sale. Not only is la- 
bor scarce, but—due to the needs of war production— 
the W P B has ordered a further drastic cut in output 
of labor-saving farm machinery and tools. On an over- 
all basis, future production will be only 20 per cent of 
the 1940 volume. 

Doubtless we could all get along—many with better 
health than now—on a streamlined diet which puts more 
emphasis on essential nourishment and less on “good 
eating.” But at best it will take intelligent and realistic 
action at Washington to see that minimum farm labor 
needs are met. 

Meanwhile the combination of labor shortage and 
price differentials is inducing many farmers to shift 
from producing milk to more profitable activities. This 
is highly undesirable for milk is one of the most essen- 
tial of foods. If higher milk prices will encourage in- 
creased production, this one ceiling should obviously be 
lifted. An intelligent farm price control policy should 
be sufficiently flexible to stimulate production of things 
we need most and discourage production of things we 
can most readily do without or use in smaller quantities. 


THE NO. 1 INDUSTRY . . . Gross volume of aircraft 
production this year is expected to approximate $4,000,- 
000,000. This makes aircraft the No. 1 manufacturing 
industry in terms of dollar sales. The growth since the 
start of the war has been truly an industrial miracle. 


Volume was $225,000,000 in 1939; $544,000,000 in 1940 
and $1,750,000,000 last year. 

Due credit should be given, however, to the automobile 
industry for the huge supplementary role it is playing 
in aircraft production. Since October, 1940, automobile 
and accessory companies have delivered more than $1,- 
000,000,000 of aircraft equipment, including engines, air 
frames, propellers and many other parts. Its current 
aircraft volume is reported to be at an annual rate of 
about $1,500,000,000 or a very goodly percentage of the 
national total. 

With war orders totalling some $15,000,000,000, the 
automotive manufacturers have now reached an output 
of about $17,000,000 a day which is an annual rate of 
$6,000,000,000. This far exceeds any past volume in 

peace time goods. Yet the present pro- 
duction rate is scarcely more than half 
of the maximum rate that the program 
calls for—and already the inability to 
get enough materials is a retarding in- 
fluence. 

In all probability the program for 
the motor industry will have to be re- 
vised downward to a more realistic 
basis. It will still be monumental. 


GENERAL MOTORS FINANCING ... 
The $1,000,000,000 revolving credit re- 
cently arranged for the General Motors 
Corporation through some 400 banks 
all over the country is an extraordinary 
phenomenon—but these are extraor- 
dinary times. Normally a bank is not 
permitted to lend any one borrower an amount exceed- 
ing 10 per cent of its capital and surplus. Under that 
provision, the total capital and surplus of all the com- 
mercial banks in the country would not have been suffi- 
cient for a one-billion-dollar credit for General Motors. 
But under war-time modification of the regulation by 
the Reserve Board, the loan was made with War Depart- 
ment guarantee of 50 per cent of the borrowings up to 
$250,000,000; 75 per cent of additional borrowings up to 
$500,000,000; and 90 per cent on the balance. 

With huge working capital needs for a war produc- 
tion that will reach $5,000,000,000 a year, the company 
found it not practical to rely on Government cash ad- 
vances against contracts. The banking arrangements 
provides a flexible, efficient and cheap source of work- 
ing capital. On a smaller scale, working capital needs 
of a great many other war producers are being similarly 
met. These loans are essentially self-liquidating. There 
has, of course, been no significant increase in long-term 
corporate financing incident to the war effort. 


THE MARKET PROSPECT ... Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 56. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, Oct. 26, 1942. 
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Market Enters 


Selective Stage 


We think this is a slow bull market, unlikely to develop great strength 
in the near future and likely to be interrupted both by "flat spots” and 


at least moderate reactions. We therefore see no need for buying haste. 


Summary of the Fortnight: Rise in the averages lost 
some momentum, with selective tendencies increasing. 
Net rise in the Dow industrial average in two weeks was 
only 8 cents, while the rails lost ground moderately. But 
many individual issues continued to make new highs 
and lower priced stocks assumed the leadership. 


I. view of the very considerable recovery previously ex- 
perienced, it should not be surprising that the Dow in- 
dustrial and rail averages are now finding the going 
more laborious on this first leg of what the majority of 
analysts concede to be a bull market. 

It is true that the industrial average creeped up to a 
new high on October 20 but it surpassed previous high 
by less than a quarter of a point. Moreover, on this 
effort the most active day saw volume of only 667,000 
shares, whereas the concentrated strength of October 
8-10, at practically the same level, had brought the first 
1,000,000-shares-a-day volume of 1942. 

On the other hand the Dow averages at times give 
an imperfect reflection of what is going on and this seems 
to be one of the times. This publication’s weekly index 
of 270 stocks closed last week at 53.7, a gain of nearly 
a full point over previous recovery high of 52.8 for the 
week ended October 10. This was due to strength in 
many low-price stocks which are not included in more 
selective averages. 

Illustrating the point in detail, our’index of the 100 
highest price stocks out of the 270 covered in the weekly 
index advanced only 8 cents over the fortnight—the 
identical gain, though larger in percentage, that was 
shown by the Dow industrial average. On the other 
hand, our index of the 100 lowest-price stocks out of the 
270 advanced during the same period from 41.58 to 42.75, 
a gain of 1.17 points or more than 2.8 per cent. 

Whether market leadership by the more speculative 
low-price stocks is an unfavorable technical omen at 
the present time is a debatable matter. On some past 
occasions, notably in the last several months of the bull 
market which terminated in the early spring of 1937, it 
proved to have been a symptom of serious technical 
deterioration in the underpinnings of the entire market. 

We doubt very much that such is the case now. For 
one thing, if this is a bull market, it certainly is not in a 
terminal phase. It has been in existence a bit less than 


56 


. MILLER 


six months. The market as a whole is now but modestly 
higher than it was just before the Pearl Harbor disaster 
—the level at that time being generally and properly 
considered one of depression. The recovery at most 
times has been cautious and sedate, averaging out for 
the 26 weeks to only .47 of a point per week in our 
weekly index and to about .86 of a point per week in the 
Dow industrial average. 

For another thing, it must be emphasized that the 
revision of the capital gains tax just made—in combina- 
tion with higher incomes taxes—not only is a definite 
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both of these reasons 

there is, and will con- 

tinue to be, increased favor for low-price stocks, with 
or without dividends, by longer-term speculators and 
speculative-investors. 

Moreover, it is very important that, in terms of capital 
gains taxation, “long term” now means only six months, 
whereas under the previous tax law the alternative pe- 
riods—at different rates of tax—for “long term gains” 
were, respectively, 18 months and 24 months. 

Now, of course, there is just about as much leeway 
for discriminating selection in low-price stocks as in any 
others. Subject to that qualification and also to the 
inevitable periods of technical correction, we are in- 
clined to think the bull market in low-price speculations 
will be with us for an indefinite time to come. 

We have previously expressed our doubt that, under 
war conditions, one could expect a bull market as per- 
sistent as the one-way affair of 1935-1937. It will be 
recalled that over that two-year period there was only 
one reaction—lasting about three weeks in April, 1936 
—large enough to qualify as an intermediate correction. 
Except for that downturn, that bull market corrected 
itself adequately “as it went,” with minor set-backs. 

Yet until this market reaches speculative excess—as 
measured by volume and violence of movement—we are 
forced to wonder where the liquidation is to come from 
that might put it down as much as 10 points. At present 
there does not seem to be a vulnerable speculative posi- 
tion on the whole. Investors who have “sat tight” 
through the trials and tribulations of the war years to 
date would seem to have no good reason to turn to the 
liquidating side at present. It is generally felt that the 
war pattern in future will be far more encouraging than 
it had been up to early autumn. It is generally felt that 
corporate taxes either are at or within fairly close dis- 
tance of their maximum for the duration. It is generally 
felt that the post-war period is more likely to see a great 
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economic expansion than a depression. Finally, it is 
generally felt—call this the inflation factor, if you will— 
that on a longer-term perspective tangible things—includ- 
ing sound common stocks—just seem more attractive to 
hold than idle cash. 

At least up to now, technical indications give tentative 
support to this line of reasoning. That investment 
liquidation has persistently remained at a very low ebb. 
We get the impression that the pauses and minor reac- 
tions in the market since last April can be attributed 
very largely to recurring sentiments of buyer caution, 
in combination with quick-run profit-taking by the min- 
ority of in-and-out traders. 

It may be that this will continue to be the case. If 
so, we might have a market just about as devoid of full- 
fledged intermediate reactions as that of 1935-1937 but 
differing from the latter in having more “flat spots,” 
since it is doubtful that confidence of buyers will be as 
persistent as it was in that setting. 

We don’t see the possibility of nearly as much “tax 
selling” in the closing weeks this year as occurred last 
year. On the other hand, whether or not a sizeable re- 
action occurs some time in the near future, we don’t 
feel there is much danger of buyers “missing the boat.” 
In other words, it looks to us like a “slow” bull market 
in which at no distant date buying can be done to at least 
as good advantage as now, and perhaps better. 

Conclusion: We favor holding investment commit- 
ments but deferring new buying. While there are pos- 
sibilities of a further period of concentrated strength soon 
on move favorable war developments, at this writing 
there is inadequate basis for mature decision as to nearby 
prospects in Africa, the Solomons or the Caucasus, al- 
though at least in Africa our offensive initially looks 
very promising. 


IS, 


—Monday, Oct. 26th. 
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W PB will adopt a new system governing distribution 
of steel products from mills to warehouses to insure that 
a reasonable tonnage of these products will be continu- 
ously available for emergency purposes. Heretofore, 
warehouses’ purchase orders remained unfilled often be- 
cause their preference ratings were too low. Hence they 





Washington Sees; 


Congress appears to be laboring under the 
effect of a hypodermic. 


The passing of election day was supposed to 
be the signal for Coagress to roll up its sleeves 
and get to work on the legislation that was being 
stalled along because politically it was too hot 
to be put through iolee elections were over. 
They didn't wait for the election day signal. 
They got it from the White House. Take the 
matter of drafting the 18- and 19-year olds. Be- 
fore the President went on the air for his fireside 
chat the evening of October 12, Congressmen 
wouldn't open their mouths to say for publication 
how they felt on that hot potato. Then the 
President brought it up and some days later 
General George C. Marshall, Chief of Staff, told 
Congress the youth draft was necessary. After 
that, Congress wanted to talk. Congressmen 
were voluble in saying they couldn't do anything 
but rely on the advice and counsel of the Com- 
mander-in-Chief and the military leaders. 























Hardly had Congress got going on that when 
it got behind the heaviest tax bill in history— 
and the most voluminous—and pushed it through 
and sent it to the President. When that was out 
of the way it started right in on the manpower 
draft bill. 

Congress certainly seems suddenly to have 
caught up with the thinking of the people. 









































By E. K. T. 
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could not supply urgent high-preference customer de 
mands. Under new plan certain tonnages to warehouses 
will be “earmarked” for such emergency use. 


Anthracite mines are behind on deliveries. A head 
start was made this year because large amounts of 
bituminous and anthracite were put in storage by con- 
sumers during the summer “Buy Coal Now” campaign. 
Transportation and distribution must be maintained to 
provide sufficient supplies of coal during the winter. 
Mine workers will have to increase their working hours 
to supply present and anticipated demands. 


Newsprint supplies will be ample up to the first of the 
year despite proposed WP B production curtailment. 
Newsprint production, mill stocks and consumption have 
been declining for the past three months. During this 
period publishers have taken advantage of decreased 
consumption to increase their own stocks. WPB will 
seek to soften its proposed curtailment by eliminating 
“cross hauling.” Paper mills will use, as much as pos- 
sible, pulp produced in the same region. The W P B may 
prohibit certain uses of pulpwood in shortage areas, and 
may order producers to reserve supplies for stock piles 


Economic stabilization plan will transform the War 
Labor Board from an organization with a handful of 
employees to a big-time agency with many thousands 
of employees. WL B will set up regional and field offices 
and greatly expand its organization in Washington 
Attempts will be made to use the machinery of the 
National Labor Relations Board, Bureau of Labor 
Statistics and other Federal agencies as much as possible 


Victory Model Program in the stove industry, first of 
the W P B’s industry concentrations, is collapsing. The 
150 smaller manufacturers permitted to make a desig- 
nated number of Victory models have been unable to 
obtain the materials needed. Another headache has 
been the problem of getting approval on prices of the 
products. 
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Contracting officers will be advised when a review has been 
concluded and an agreement reached with the company. ~Thereafter, they 
can enter into new contracts. But they will not seek price reductions 
on existing contracts except on deliveries to be made after end of the 
period covered by the agreement. However, if the company finds its 
profits running higher than contemplated it must volunteer further 
price reductions. 














Ice cream industry faces curtailment. It will be asked to 
give up some of its freezing capacity for quick freezing purposes and 
for the storage of frozen fruits and vegetables. This will be done to 
greatest extent during winter off-season. But heavy use will be made 
of industry's facilities during the popular season, too. 











Military and lease-lend food purchases will step up. During 
1943 these will take over 20 per cent of production at the current rate. 








The filling of meat needs for military -and lease-lend purposes 
will require more than 25 per cent of 1943 meat production. Civilians 
will also have to get along with much less of the dairy products next 


year, too. 


Look for the disappearance of vitamins from enriched flours and 
breads. It is beginning to appear that there will not be enough 
vitamins for present and prospective needs. Greatest demands are ex- 
pected from abroad. 




















Millions of Russians face starvation this winter. Any failure 
to get sufficient food supplies through to Russia will mean vastly 
greater shipments of vitamins. Establishment of a second front in 
Europe will call for large quantities of vitamins for the ill-fed and 
under-nourished civilian populations. 





Hard hit by any W P B curtailing of vitamins in breads and 
flour will be the baking industry which has spent hundreds of thousands 
of dollars in advertising their enriched products. 











OP A is getting ready for another crackdown. This time it will 
be on manufacturers and wholesalers who compel retait¢ers to accept goods 
which are not desirable in order to obtain finer but scarcer merchan- 
dise. Practice of allotting the harder-to-sell goods on purchases of 
easier-to-sell merchandise makes selling terms more burdensome. It is 
a violation of the General Maximum Price Regulation. 








The small aircraft carrier is out of the Navy's building pro- 
gram. With the loss of the large heavy carriers came the proposal to 
build many small ones. Navy has found the small ship does not pay, 
and is uneconomical. Large carriers make a better target for the 
enemy but they can take more punishment. They also can operate more 
airplanes both for offense and for their own protection. 











Look for the 20-ton Glenn Martin "Mars" to be delivered within 
a few weeks. Five years in production, it has been converted from a 


military to a cargo craft. 
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Lowering of the draft age will force a showdown on the question 
of closing voluntary enlistments. The Navy and the Marines are still the 
first choice of the volunteers. Since taking of 18- and 19-year olds 

in the draft has been imminent recruiting in those services has sur- 
passed enlistments in the Army. Navy and Marines, who have been getting 
the cream of the volunteer crop, don’t look kindly toward closing down 
on volunteers. 

















ny Despite optimistic Government statements, fuel oil situation on 
the Atlantic seaboard will be serious this winter. East will be ex- 
tremely fortunate if it gets 65 per cent of normal fuel oil require- 
ments. Plans of Petroleum’ Coordinator Harold L. Ickes are good on paper 
but will break down in practice. Winter weather, diversion of trans- 
portation facilities, delays in unloading tank cars are all handicaps 
that have to be faced in trying to get supplies through. More than 
ever, it will be increasingly necessary to push conversion from oil 

to coal. 








Daily shipments of 0il to the East fell this month to lowest 
-level since July. Responsible for this was (1) 24-hour delay in return- 
ing 1,800 tank cars to the West for reloading and (2) diversion of cars 
from petroleum to vegetable oil services. Similar transfers will con- 
tinue in order to give way to shipments with WP B priorities. 














Rubber-borne transportation faces further restrictions. There 
is no prospect of expansion ahead for trucks and buses. Future con- 
traction is certain. Office of Defense Transportation will make every 
effort to keep rubber borne transportation operating to the 
fullest extent. It is a necessary adjunct to rail transportation. 
Waste will be eliminated to the last degree. 








Only rubber-borne transportation necessary to the war effort 
will survive. Uses for civilian purposes will be drastically cut. 








Control of the Government purse strings is passing from the 

' Congress to the President and the executive departments. The President 
already has control over a "backlog" of about $104,000,000,000 which has 
been appropriated by Congress but has not been spent. 














The President's recent report to Congress on lease-lend activi- 
ties showed that while $62,944,650,000 has already been made available 
to him by Congress for purely lease-lend purposes, lease-lend aid is 
being provided at the rate of only $8,000,000,000 a year. 














Attempts by individual members of Congress to retain control 
over unexpended appropriations will fail. The Administration is getting 
all the money it asks for. 











Manufacturers subject to renegotiation of contracts will have 
some of their headaches eased. Army, Navy and Maritime Commission 
will permit companies to consolidate all their individual contracts 
for review on an over-all basis by the price adjustment agency assigned 
to them. Companies will have only one group of officers to deal with. 
This wili eliminate much duplication of work. 
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BY WARD GATES 


isan BUSINESS is on the spot and in the spotlight as 
never before, 

Unable to get war orders and shut out of materials 
for civilian production, tens of thousands of small manu- 
facturers of “hard goods” face economic extinction for 
the duration of the war. 

Casualties will be still heavier among small merchan- 
dising enterprises which have specialized wholly or 
largely in consumer equipment and appliances which will 
no longer be manufactured. 

Most small building contractors—who normally ac- 
count for nearly half of the employment in construction 
and for more than a third of the total volume—are 
already “out of luck.” 

In other fields of small enterprise—including the retail- 
ing of food, apparel and dry goods, as well as the many 
types of “service” enterprises—the hundreds of thousands 
of proprietors are anxiously scrutinizing: higher costs. 
frozen prices, increasing scarcity of help and selective 
shortages of goods or operating supplies. 

Down at Washington the “Problem of Small Busi- 
hess’—recognized to have very important economic, 
social and political implications—is now a matter of con- 
tinuing Congressional investigation, much talk and vari- 
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vus tentative proposals. One official has predicted that 
300,000 stores will have to shut up shop in 1943. Others 
warn gloomily that the liquidation of Small Business 
will further a trend toward either a Big Business monop- 
oly or a permanent State-managed economic system. 

Donald Nelson has suggested a three-point program: 
(1) further Federal effort to assist small plants in con- 
verting to war work; (2) Federal financial and technical 
aid in the orderly liquidation of small firms that can’t 
keep going, and in transferring as much as possible of 
their labor and equipment to essential uses; (3) Federal 
financial and technical aid to be planned now in order 
to help the casualties of Small Business re-establish them- 
selves after the war in their former lines or in new ones. 

Now before we dig deeper into the plight and prospect 
of Small Business, two very pertinent observations are 
in order, as follows: 

(1) The over-all picture is not by any means as black 
as some of the more sensational recent newspaper head- 
lines have made it out to be. Take the prediction that 
300,000 stores will close next year. Even should that be 
true, it would be only some 17 per cent of the total num- 
ber now in operation. Moreover, in the best years, the 
annual rate of total suspensions of business enterprises 
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is around 15 per cent, and, of course, the vast majority 
are “small.” But whereas under normal or good condi- 
tions these “business deaths” are exceeded by “births,” 
the big difference in our war economy to date is a very 
sharp drop in “births.” The readily understandable 
reasons why fewer business firms are being set up will be 
explored more fully hereafter. 

(2) “Out of luck” small business men will be well 
advised not to bank too heavily on Government help 
now or in the future. There are more than 2,750,000 
small business establishments in this vast country. Indi- 
vidually small, in the aggregate it is a Gargantuan field. 
Viewed in comparable scale, remedial Federal efforts and 
plans to date are Lilliputian. With a capital of $150,- 
000,000, the Government’s Smaller War Plants Corpora- 
tion up through the end of September had made only 
two loans totaling $65,000. It appears a safe conclusion 
that the survival or readjustment of small enterprises 
during the war period, and their post-war future, will be 
more than 99 per cent a matter of individual ingenuity. 


Types of Small Business 


Manufacturing plants with annual sales of less than 
$200,000 and stores and service organizations with gross 
receipts of less than $50,000 are classed by the United 
States Department of Commerce as “small business.” 

Out of the total of about 2,750,000 small business 
establishments, it is estimated that 1,614,310 are retail 
stores, 637,585 are service organizations, 200,307 are 
construction enterprises, 168,814 are engaged in manu- 
facturing in some form, 72,000 are wholesalers, 40,341 
are places of amusement and 25,244 are hotels. 

Small business accounts for about 65 per cent of the 
nation’s sales in service establishments, around 42 per 
cent of America’s retail sales, 35 per cent of construction 
(in normal times), 32 per cent of the amusement busi- 
ness, 31 per cent of manufacturing volume, 28 per cent of 
hotel gross, and about 21 per cent of the gross sales of all 
wholesalers. About 93 per cent of all the business enter- 


prises in the United States are classified as “small.” Small 
business handles about 34 per cent of all the business and 
ordinarily employs about 45 per cent of all the workers. 

In the first eight months of 1942, business closings 
were only 12.5 per 100 enterprises against 15 per 100 in 
the first eight months of 1941 and 15.4 per 100 in the 
first eight months of 1940. In other words, business 
closings currently are a little below normal. 


War Work Pays Better 


On the other hand, many fewer new businesses are 
being born. In the first eight months of 1942 there were 
only 9.9 new openings per 100 old establishments against 
15.5 per 100 in the same months last year and 17.6 in the 
first eight months of 1940. Fewer people are “going into 
business.” It is possible to make good money at war 
plants or in war industries by working for others, and 
unnecessary to assume the headaches of an entrepreneur 
in wartime. 

The war is doing things to small business. It is not 
yet increasing the number of bankruptcies, but it is tend- 
ing to shrink the percentage of the whole volume handled, 
greatly increasing taxes, draining off labor supply, in- 
creasing labor costs, limiting the supply of raw materials, 
and, for the retail enterprises, causing a drying up in 
the available volume of things to sell. It has practically 
eliminated the retail dealer in new automobiles; and it 
has raised havoc with the gasoline service station busi- 
ness, especially in the rationed areas. Small carpenters 
cannot get materials to build homes. The supply of 
many electrical devices has been cut off. Hundreds 
of items gradually are disappearing from the shelves of 
retailers. 

Goods and labor shortages, as well as the attractive- 
ness of high wages in war plants, have caused thousands 
of small shopkeepers to liquidate and pass from the self- 
employed status of an entrepreneur into the ranks of 
those who work for wages. This has been especially true 
in the electrical appliance, gasoline service station, auto- 

mobile retailing, hardware and 
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jewelry fields. Usually it has 
been possible to liquidate inven- 
tories advantageously, and the 
retirement from “business” has 
been accomplished without finan- 
cial sacrifice. Some of these 
new wage earners frankly state 
their intention to return to their 
old lines after the war. They 
feel that for the present it is to 
their advantage to obtain high 
wages without worry rather than 
to struggle along at small profits 
and contend with regulations 
and goods shortages. Incident- 
ally, it should be remembered 
that the small retailer ordinarily 
does not make a lot of money— 
probably less than war workers’ 
wages. 

According to government 
economists, the small retailer 
(and the large one for that 
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For many small manufacturers inability to convert to war work, 
and loss of ordinary civilian business, is a major disaster; but 
it would be very easy to overestimate the number of workers 
adversely affected, and the percentage of the nation's total 
manufacturing capacity involved is probably rather small. 


matter) is just beginning to feel the pinch of goods short- 
ages. In the next six to nine months there will be 
shortage of many ordinarily abundant things, not just 
an inadequate supply of gasoline, tires, automobiles, 
metal items, refrigerators, washing machines, vacuum 
cleaners, rubber boots and bicycles. With the shortages 
of labor also increasing as the draft takes more and more 
young men, it is not unlikely that the trend away from 
small retailing to war work will continue. 


Specialized Manufacturing 


A vast number of small plants throughout the nation 
are normally engaged in highly specialized manufactur- 
ing. Not a little of such specialized work is for the 
automotive, household appliance, jewelry, electrical and 
garage industries. In some cases these plants have lost 
their markets; in others they cannot obtain priorities to 
get the necessary raw materials; often they cannot con- 
vert to war work; usually they do not know how to get 
war contracts; and more often than not their labor sup- 
ply has been weaned away by higher compensation in 
the war industries. 

Fortunately, small business in normal years accounts 
for only about 31 per cent of the total volume of all 
manufactures; and a good deal of this 31 per cent is 


OCTOBER 31, 1942 


made up of essential things such as clothing, special 
foods, lumber and items used by war plants. The num- 
ber of small entrepreneurs who are “war casualties” of 
varying degrees of seriousness is surprisingly large, espe- 
cially when computed on a percentage basis. Accord- 
ing to one government estimate, which is significant, 
there are 184,000 manufacturing concerns in America of 
which 169,000 are small concerns; and only about 45,000 
can be converted to the manufacture of war materials, 
most of the 45,000 being larger companies or medium 
sized ones. 

For any small manufacturers, inability to convert to 
war work, and loss of ordinary civilian business, is a 
major disaster: but it would be very easy to over- 
estimate the number of workers adversely affected and 
the percentage of the nation’s total manufacturing capac- 
ity involved probably is rather small. 


Government Forecasts 


Wayne C. Taylor, Under-Secretary of Commerce, 
testified to the Senate Small Business Committee that 
estimates of his Department indicated that 1,400,000 
workers in the wholesale and retail trades would be 
drawn into military and war plant services from July, 
1942. to December, 1943. Louis J. Paradiso. Depart- 
ment of Commerce analyst, said that since March whole- 
sale inventories had been liquidated at the rate of 
$100,000,000 a month, and estimated that in the first half 
of 1943 wholesale sales would be 7 per cent less than in 
the first half of 1942. He also estimated that the dollar 
sales of all retail stores, in spite of somewhat higher 
prices, in the first half of next year would be about 12 per 
cent less than in the first half of 1942. Another specialist 
said that dollar sales of durable consumers’ goods would 
be 45 per cent under a year ago. 

Walter F. Crowder, chief of the Department of Com- 
merce’s Business Structure and Operations unit, told the 
Committee that the average small retailer “can’t realize 
what lies ahead, since most of them have fairly satis- 
factory supplies on hand, but replacement difficulties 
will be constantly greater from now on.” He said that 
unless the government undertook to assure a reasonable 
allocation of available goods the trend would be toward 
concentration among larger dealers and that small 
retailers might run out of (Please turn to page 98) 





Vital Statistics of Small Business 


September, 1941 to July, 1942 
PercentDecrease Percent Increase 
in Births of New in Deaths of Old 

Enterprises Enterprises 


Motor Vehicle Dealers 64 58 
Automobile Accessories 53 25 
Filling Stations é ; ; 45 10 
Garages ; : ; ; 22 12 
Electrical and Gas Appliances 47 41 
Lumber, hardware and building materials 8 20 
Furniture and household furnishings oe 24 19 
Restaurants ss eal ace ‘ 23 19 
Food... PARES 22 9 
Apparel... , - , 17 12 








Applying New 4 


ia widely diversified logic, a large ma- 
jority of Wall Street’s experts now are of the opinion 
that a new “bull market” has begun. They contend 
that the market now has a different “feel,” that money 
once more is flowing into stocks instead of trying to 
escape from them, and that the behavior of the list 
itself—employing the old Dow theory—has confirmed a 
change in the downward trend which persisted from 
before the Fall of France until late last April. 

If this is the case, it is important to know what stocks 
to buy. Before intelligent selections can be made, how- 
ever, it is necessary to examine the mental processes by 
which investors have been convinced that shares are 
attractive. Every bull market has its unique theories, 
its philosophy, its vogue. In 1927-1929, we had the 
New Era; in 1933, the public was convinced that a long 
deflation had gone into reverse; in 1936 and 1937, 
investors were beginning to think that they could live 
with the New Deal in spite of all their previous annoy- 
ances and prejudices; and in the fall of 1939, we assumed 
vainly that America could make money out of a war 
which was bound to impoverish the greater part of the 
rest of the world. What is the theory back of the new 
bull market, assuming one exists? 

The most fundamental fact to be faced is the huge 
supply of money created by unprecedented public spend- 
| ing. This money, and hundreds of millions of pre-war 
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dollars which have been idle or semi-idle because of a 
lack of confidence among investors, is beginning to seek 
a home in something tangible. The alternatives offered 
for its employment are not numerous. Men who have 
money, reading the signs of the times, are deciding that 
they would rather own things. In short, we are threat- 
ened with a bear market in money (call it inflation if 
you wish) because so many people have decided that 
tomorrow’s dollar will not buy as much as today’s. 
Looking about for a place to invest cash, men are discov- 
ering that it buys more physical things in the stock mar- 
ket than anywhere else. In relation to commodities, real 
estate, luxuries and corporation bonds, stocks look cheap 
Furthermore, the stock market is not rationed; and, 
although this sounds strange to brokers who have been 
harassed so long by the SHC, investment in stocks is 
comparatively unregulated. 


The Tax Factor 


Perhaps the second most important fact in connection 
with the new bull market in stocks centers around taxa- 
tion. The new tax law will make it cheaper for the large 
investor, and for even the medium-sized investor, to 
collect his income in capital gains than in dividends, 
business profits or interest. 

Thirdly, most investors have given up the idea that 
either they, or the corporations they own, are going to 
make much money out of the war. Having arrived at 
this state of mind, the only taxation they worry about 
is taxation of a kind which might bankrupt them and 
their corporations. It follows that the shares of war 
industry companies are likely to be under the cloud unless 
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This bull market is "different" and calls for 
unusually discriminating choice of stocks. 


Outlined in this article are common sense se- 


lection standards fitted to today's realities. 


those companies have outstanding earnings possibilities 
when peace returns. The “long war” argument loses its 
force when the investor stops to think that the longer the 
war lasts the higher tax rates will become. 

If there is likely to be little profit during the war 
period for anyone, it follows the “peace industry” shares 
are just as desirable as the war stocks even though peace 
industries now are hampered and restricted by the neces- 
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sities of a war economy. If anything is good, it should 
be shares in peace industries; for whatever hope there is 
for a favorable profits economy rests in an era of peace 
and not m an era of war. Hence, we already see the 
phenomena of “peace” stocks selling on a lower yield 
basis, and at a larger number of times per share earnings, 
than the war stocks. Incidentally, this condition also 
prevailed in the latter years of World War I. 

In the fourth place, there are beginning to be out- 
standing evidences of a more conservative political trend. 
This has been especially evident in Congress during the 
work on the tax bill. The rates voted in the new act, of 
course, are very high; but the new law is more fair to 
capital and enterprise than any measure which has come 
out of Washington for at least fifteen years and makes 
a definite attempt te remove non-productive irritations 
to business and investors. Business, because of a most 
commendable accomplishment in war _ production. 
has been selling itself to Washington. This writer will 
be greatly surprised if a conservative trend does not 
appear in the coming Congressional and State elections. 
Furthermore, it is the history of humanity in disaster 
and crisis that such conditions develop conservative 
political trends and set back all so-called reforms. 

This may be an argument to buy the depressed utility 
shares, issues which have been in a 13-year bear market. 
No doubt there are some excellent values among them: 
and, if the death sentence for holding companies is to 
be enforced, it will be necessary to develop a better mar- 
ket for utility securities. The unpopularity of utility 
shares with investors is one of the reasons why the death 
sentence so long has been hanging over the holding 
companies with so few executions. 


Table I—Growth Issues 
Suggested Stocks and Why 


Indicated 
Current 
Price Dividend High 


Aluminum Co. of America 100 $6.00 1922 
World's largest manufacturer of aluminum, and unchallenged lead- 
er in development of this new light metal for which such a 
brilliant future is predicted. War has further accelerated rapid 
technological developments in company's field. 


Barber Asphalt ..... 12 None 43% 
Now under the aggressive and ambitious management of Capt. 
Rieber, formerly head of Texas Company, this company is ex- 
pomoeea to be revamped and revitalized into an important earner. 
argest factor in raw asphalt production. Extensive assets. 


Bohn Aluminum & Brass 35 2.00 63s 
Fabricator of aluminum parts and shapes for the automotive and 
airplane industries; now very prosperous and should participate 
broadly in future applications of light metals, especially in the 
automobile trade. 


Clark Equipment .... 3.00 48 
One of the more progressive manufacturers of automotive and air- 
plane parts. Has a consistent record for growth and the develop- 
ment of improved products of importance. 


Douglas Aircraft 68 5.00 94% 
The pre-war specialist in the manufacture of larger type transport 
planes which should reassume its or get This very large com- 
pany has only 600,000 shares issued, which gives the stock more 
appeal than some of the others. 


Dow Chemical .. : 3.00 171 
One of the most route growing and ambitiously managed chem- 
ical companies. A leader in the development of the new magnesi- 
um metals. Habitually sells at a high price in relation to earn- 
ing power. 


Fansteel Metallurgical .. 0.25 17/2 
Leader in development and manufacture of new and rare metals 
from special ores. One of the most important factors in the 
development of ''sintered metals,'’ sometimes called the ''plastics 
of the metal industry." 


Recent 1936-41 
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Indicated 

Current 1936-41 
Dividend High 

$6.00 195% 
(plus stock) 

Superior management of this leading manufacturer of electrically 
operated bookkeeping and accounting machines and other auto- 
matic business machinery assures it of a future as brilliant as its 
past. A high grade risk. 


Recent 
Price 


International Business Machines 140 


Minneapolis-Honeywell 2.00 120 
Leading producer of automatic heat-regulating and temperature- 
control apparatus. Doing amazingly well in the war program and 
sure to participate in the post-war building boom. A quality 
common stock. 


Owens-lilinois Glass 2.00 103% 


Largest manufacturer of glass containers. Leader in the develop- 
ment of new markets for glass, the raw materials for which often 
are described as ‘cheap as dirt.'' A quality common stock. 


Rustless Iron & Steel 0.60 17% 


This is the largest producer of stainless steel, a product which is 
making sensational technological progress. Its civilian markets 
are hardly scratched, and possibilities of growth are exceptional. 


Southern Railway None 43% 


The railroad which serves perhaps the most rapidly developing 
section of the United States. Unlike some of the other railroads, 
Southern has a growing territory. 


U. S. Plywood 1.20 2812 


Operates in all divisions of the growing plywood industry in which 
new processes and other technological progress recently has been 
sensational. Also interested in plastics. A small company with a 
small capitalization and plenty of ambition. 





Finally, a completely new idea has developed about 
the probable trend of trade and business in the early 
years of peace. Early in the war, the general opinion 
was that peace would be followed by “a bust,” but now 
most people, especially economists and corporation execu- 
tives, look for “a boom.” They reason this way: when 
the war ends there will be an immense deficit of things 
needed in civilian life, popular savings in cashable baby 
bonds of the government will be huge, thus creating a 
vast public buying power, the government will have to 
underwrite employment continuity in any event, Europe 
will have to reconstructed, wars always stimulate tech- 
nological developments and this one because of its 
mechanical nature is likely to be especially productive 
of new industries and new industrial and commercial 
activity, from seven to ten million young men will come 
home to reestablish themselves and set up homes and 
they are the flower of the country, and all this will hap- 
pen in a period of conservative political thought in which 
industry will be encouraged rather than hampered. Per- 
haps this is not the right viewpoint, but it is gaining 
more adherents every day and the stock market is influ- 
enced as much by what men think as by what actually 
happens. 


The Contrary Opinion 


Any economist worthy of the name is skillful enough 
to make an argument against the validity of any one of 
these five offered reasons for the new bull market except 
possibly the first one; but about the only defense against 
the “surplus of money” argument is that “common 
stocks are not a hedge against inflation.” That may be 
true, but the fact remains that they probably are as 
good a hedge as can be found; and that whether they 
are a hedge or not they are likely to be so regarded. 

Furthermore, some of the best moves the stock mar- 
ket has ever had have been based on fallacious reason- 
ing. Certainly the New Era boom of the 1920’s was a 
mirage, so was the “inflation” boom in the spring of 
1933, and so was the war prosperity boom of 1916, as 
weil as the war boom in the market in the first month of 
World War II. It is entirely possible that before the 
end of the war the stock market may over-discount 
peace, and that the peace shares will sell higher some- 
time before the war ends than in the first two or three 
years of peace. 

One does not have to agree with all current popular 
philosophy regarding the financial, commercial and 
mdustrial future of the United States to be bullish on 
stocks. He has only to recognize prevailing trends of 
thought. While it is the purpose of this study to report 
on these trends of thought and draw deductions from 
them rather than to examine their soundness, an aside 
remark may be permitted that optimism probably is more 
justified than extreme pessimism. Assuming that the 
war is going to be won, it may be well to bet that the 
best of life is yet to come. If we are going to lose the 
war, some entirely new thinking will have to be done. 

In what has been said thus far, most of it general 
rather than specific, an attempt has been made to lay 
the background for marking some yardsticks with 
which to measure the attractiveness of common stocks. 
It should be kept in mind, (Please turn to page 95) 
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Table Il—Peace Industry Issues 
Suggested Stocks and Why 


Indicated 
Recent Current 1936-41 
Price Dividend High 


American Can 64 $3.00 1372 
Volume of foods and other products packed in tin cans made by 
this largest factor in the business should increase greatly as soon 
as wool > gun supply of tin, now cut off by the Japanese war, 
is available. 


American Export Lines 2.00 29 
With the return of peace, this company should be in a much 
stronger financial and physical condition and in position to resume 
its old status as one of the most important New York-to-Mediter- 
ranean Ports shippers. 


American Stove 112 1.20 19 
Largest American manufacturer of domestic and commercial stoves. 
Huge replacement markets accumulating. Should benefit, also, 
from post-war building boom. Very old company, no bonds or 
preferred, net working capital about equal to price of stock. 


Atlantic Refining 18/2 0.60 37 
Important Eastern refiner and distributor of gasoline which has 
been hurt more than most companies by the tanker shortage and = 
gas rationing. Long unbroken dividend record. Good management. = 


Bond Stores, Inc. 15 1.60 294 
Operates 59 men's furnishings stores where it sells clothing manu- 
factured at owned factories. Currently depressed shrinking of 
former civilian markets for men's clothing. Should benefit as 
armed forces are disbanded and discharged soldiers again buy 
"civvies."' 


Chrysler Corporation 3.00 138% 
Second largest maker of motor cars. Automobile markets after 
the war should be very active. 


Commercial Credit 3.00 77%. 
Second largest installment credit company, now depressed because = 
of government restrictions against installment selling and lack of = 
consumer durable goods of which to finance purchase. 


Commercial Investment Trust. . 28 3.00 91% 
Largest installment finance company. Like C cial Credit, 
may be forced to reduce present dividend rate; but post war 
recovery in earnings should be impressive. 


Firestone Tire & Rubber 20 1.00 41% 
The present deficit in automobile tire production will have to be 
made up either during or after the war. Firestone has a more 
consistent common dividend record than most of the tire company 
issues. 


General Motors 2.00 77 
Largest manufacturer of automobiles and trucks. One of the 
country's three major industrials. Profit margins on peace busi- 
ness will be larger than on war orders. 


Goodrich, B. F. ce eave Irreg. 50/2 
More diversified than some of the other large rubber companies, 
Goodrich is one of the more important makers of mechanical 
goods and truck tires as well as of p car t 


Goodyear Tire & Rubber Co... 22 1.00 47% 
One of the more important rubber companies. Normally about 
75 per cent of company's business has been in tires. 


Holland Furnace 25 2.00 52% 
Largest factor in the warm air furnace field. These furnaces are 
widely used in the small homes which recently have been so popu- 
lar. Company should be a major beneficiary of any building 
boom after the war. Splendid record for growth. No bonds or 
preferred. Small common share capital. 


Internctional Harvester 51 2.00 56% 
Post-war food shortage should cause governments everywhere to 
subsidize farmers and thus stimulate demand for farm machinery 
and implements. 


Montgomery Ward ........... 31 2.00 69 
Inflationary factors, cashing of war savings bonds, depleted state 
of domestic inventories, and replacement of worn-out consumer 
durable goods would appear to assure an excellent pcst-war 
period for this second largest merchandising unit. 


Sears, Roebuck & Co. 53 3.00 1012 
Largest factor in retailing to the wage earner and farmer, the 
classes which are likely to have the most money to spend in the 
war and post-war years. One of the best managements in the 
American corporation field. 


United Fruit 3.00 95 
Biggest banana grower and shipper should be able to resume 
normal operations, now almost completely interrupted, with the 
return of peace. A thoroughly sound very large company without 
bonds or preferred stock ahead of the common which owns a 
— fleet and an empire of fruit growing property in Central 

merica. 


Western Auto Supply 1.00 407s 
Operates a chain of stores catering to autoists and selling other 
types of consumers durable goods which are scarce enough greatly 
to limit profits and volume during the war years. Should experi- 
ence big improvement in sale and net after the war. 


JINDIDII)NUVUMASUA0 gl) 








s* a as 


MTT 


FUUIVNINUUAUVOUNUYSNNUAUEUN00LYOLUOUUEC0EO000S OEE UGRLNU ELLE 
wm 





Sri HMMUINIIIVIINULUNTIUUUAULUNU UU TELAT GUA iz 


THE MAGAZINE OF WALL STREET 





or, ao 


—_ 2 


P)IAUUUU A dagldddd))) 111) 


Wl 


Dividend Prospects 


In the Light of 
Third Quarter Earnings 


BY J. C. CLIFFORD 


EK... some months the grousing and the apprehension 
over dividend reductions have been greatly out of pro- 
portion to the realities—at least as they have developed 
up to now. 

Over the first nine months of this year the total divi- 
dends paid on common stocks listed on the New York 
Stock Exchange amounted to $1,341,422,000. This was 
a reduction of only 8.8 per cent as compared with total 
payments in the first nine months of 1941. 

It should be remembered that total! corporate earnings 
in 1941 approximated those of the boom year 1929, and 
that total dividends were higher than in the majority of 
the years of the 1930’s. Everybody knew that 1941 
earnings and dividends could not be maintained under 
full war taxes, despite the great expansion of production. 
The only question was how far they would fall. So far 
they have declined much less than many of the more 
gloomy prophets had predicted. 

Moreover, the dividend picture to date this year has 
been adversely distorted by a large decline in distribu- 
tions by the automobile and accessory industry. In this 
field the period encompassed the change-over to war pro- 
duction, and hence earnings and dividends were not 
indicative of the potentialities under the present fast 
rising war output. Very likely the dividends paid by this 
large group of companies over the next nine months will 
exceed those paid during the past nine months. 

If we eliminate this group from the reckoning—also rail- 
roads, utilities, foreign companies and U. S. companies 
operating abroad—we find that listed industrial com- 
panies doing business only in this country paid total 
dividends of $834,215,000 in the nine months, against 
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$895,064,000 a year ago or a decline of only 6.8 per cent. 
Only a relatively small number of third quarter and 
nine months earnings statements—especially for large 
industrial companies—has been issued up to this writ- 
ing. Nevertheless it is possible to make some reasonably 
accurate estimates as to over-all corporate earning power 
and its relationship to dividends and dividend prospects. 
Third quarter earnings of war-active companies will 
be somewhat larger in the aggregate than in the second 
quarter, due partly to larger volume but also to the fact 
that final provisions of the new tax law are less onerous 
than many of these companies had allowed for in the 
preceding quarter. On the other hand, companies ad- 
versely affected by the progressive “squeezes” of a war 
economy will report further declines in profits. It is the 
writer’s estimate that these variations will approximately 
cancel out each other and that, therefore, total indus- 
trial earnings for the period will not be more than mod- 
erately higher than those of the second quarter. 


25% Drop Seen in Nine Months’ Profits 


On this basis we can make some further estimates and 
comparisons helpful to investors who today are asking 
with unusual concern the not so unusual question: Where 
do we stand and wither are we drifting? 

When Federal Reserve Board statisticians some weeks 
hence finish footing up the earnings reports it will de- 
velop—mark my word—that total nine months’ earnings 
of 629 industrial companies for which they keep running 
records will approximate $1,200,000,000. This will be 
about 25 per cent less than was earned in the first nine 
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months of 1941 but not significantly lower than the 
$1,230,000,000 earned in the comparable period of 1940. 

Moreover, it will be pearly a third more than was 
earned in that period of the pre-war year 1939. Finally, 
it will not differ importantly from the composite figure 
for the first nine months of the year 1936 during which 
period—just for incidental reference—the lowest level of 
this publication’s representative stock market index was 
over 50 per cent higher than it is today and the highest 
level was 80 per cent above where it is today. 

Now we do not have dividend data for this broad 
group of 629 industrial companies, and we do not have 
nine months’ earnings data on the 591 industrials on 
which total nine months’ dividends have been reported 
by the New York Stock Exchange. Undoubtedly there 
is a considerable, though not complete, duplication of 
corporations in these two compilations. Therefore, it will 
not be importantly wide of the mark—as a general meas- 
ure of earnings and dividend trends—if we consider the 
two series of composite totals as comparable for statis- 
tical purposes. 


Earnings Declining Faster than Dividends 


On this basis it will be noted that, as compared with 
the first nine months of last year, the percentage decline 
in total industrial earning power in the first nine months 
of 1942 has been about two and one-half times greater 
than the percentage decline in dividends—25.2 per cent 
down for earnings, 10.3 per cent down for dividends. 
Expressed in dollars, earnings declined $419,000,000 divi- 
dends only $116,000,000. 

On the face of it, this would seem to imply that, despite 
the heavy drain on cash for tax.-payments and working 
capital needs, corporations have been unusually liberal 
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in dividend policy and have tended to defer as long as 
possible adjusting dividends down in line with current 
earning power. This “lag,” which works both ways in 
relationship of dividend payments to earnings, is not at 
all unusual, but on the contrary is typical. Despite the 
termination of corporate tax uncertainties for this year, 
the concluding implication—on the basis -of 1941-1942 
earnings comparisons alone—would have to be that there 
is a further substantial decline in total dividends vet 
to come. 


Current Drop in Profits Anticipated 


In the writer’s opinion, this is partly the correct ex- 
pectation—but with the important reservation that the 
further decline may not be nearly as large as the con- 
siderations in the preceding paragraph—taken alone— 
would suggest. 

Corporate directors in 1941 knew full well that the 
then high earnings could not continue and their dividend 
policy was proportionately conservative. In other words, 
since 1941 dividends were not increased in proportion to 
increased earnings, there is less reason why present and 
future dividends should be reduced in anything like full 
proportion to the earnings decline from last year. 

For comparison, nine months’ dividend total on 591 
Stock Exchange industrials was equivalent to 84.6 per 
cent of estimated nine months’ earnings of 629 indus- 
trials compiled by the Federal Reserve Board, as com- 
pared with approximately 70 per cent in 1941 and 84.3 
per cent in 1940. The sole purpose of this somewhat 
unorthodox statistical calculation is merely to empha- 
size that the over-all relationship of industrial corporate 
dividends to industrial earning power so far this year is 
closely similar to what it was in the “business-as-usual” 
year 1940 which saw only the small beginnings of the war 
production program. 

Due both to huge volume and the reasonable assurance 
that Federal taxes are already virtually at maximum for 
them, it is probable that the war-producer companies can 
at least maintain their present aggregate dividends and 
in a minority of instances some increases are likely. 


Lower 1943 Net Income and Dividends Probable 


In the case of non-war activities, especially with com- 
panies affected chiefly by the combined normal and sur- 
tax rate rather than excess profits taxation, the dividend 
prospect is much less assured. Next year’s aggregate 
volume for this sector of corporate enterprise will be 
substantially lower than it has been this year; and there 
is a possibility—many observers believe a probability— 
that 1943 earnings will be hit further by an additional 
rise in the normal and surtax rate. Hence it is very 
doubtful that total dividends of non-war companies have 
reached, or are even close to, their lowest for the war 
period. 

However, we would not now be having a bull market— 
in which “peace stocks,” as well as “peace-or-war stocks,” 
are doing much better than most stocks for which good 
earnings must be figured to be mainly a war-time 
phenomenon—if earnings and dividend adversities had 
not been fully discounted some time ago. Earnings and 
dividends considerably lower than we are likely to see in 
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the next twelve months have in vari- 
ous past periods supported stock 
price levels far higher than now 
obtain. 

The current railroad earnings re- 
ports are, of course, much _ better 
than a year ago; and despite em- 
phasis on debt reduction, further 
moderate rise in dividends may be 
expected. And it is no surprise that 
utility reports don’t make good read- 
ing. In this group equity dividends 
remain on the defensive. 

Out of fifty-three nine-months in- 
dustrial company reports available 
for tabulation up to this writing, 15 
show gains over a year ago; 38 show 
declines. Too few companies have 
issued September 30 balance sheet 


Aviation Corporation . 


Beechnut Packing... . . 
Bliss & Laughlin... .. 
Gillette Safety Razor 
Hamilton Watch... 
Hana Co., M. A.. 
Hercules Powder. . 
Johns-Manville. . . 
National Acme 
National Distillers 
Shell Union Oil. . . 
Tubize Chatillon. .... 
Union Pacific R. R... . 
West Va. Coal & Coke 


Bausch & Lomb... 
figures to justify any general con- Beneficial Ind. Loan 
: Bon Ami..... a 


clusions as to the trends in working 
capital changes. It is very clear, 
however, that finding enough cash to 
meet quarterly tax installments— 
and yet maintain dividend pay- 
ments—will continue a major prob- 
lem of corporate management. 

On the other hand, the Govern- 
ment is “good pay”; and with tax rates known, quite a 
few war producers—for instance among aircrafts and 
machine tools—are expected to pay somewhat more gen- 
erous year-end dividends. Corporate “tax debt” will not 
come home to roost in a really crucial way unless and 
until something happens to diminish sharply the con- 
tinuing stream of payments from Uncle Sam. That is not 
in sight. 

In one respect most of the earnings reports now being 
issued are quite unsatisfactory: namely, the absence of 
adequate, detailed explanation as regards treatment of 
taxes and other reserves. True, proper corporate ac- 
counting was never a more complicated problem than it 
istoday. On the matter of taxes alone, there are changes 
in both alternative methods applying to excess profits, 
the 80 percent ceiling on total tax liability, post-war 
refund allowance or credit for debt retirement, etc. Con- 
tingency or other reserves sometimes are stated for stock- 
holders, sometimes not. 

Of course, corporations today are burdened with paper 
work as never before, and probably it would not be pos- 
sible to provide as complete interim accounting as stock- 
holders would like to have. This makes it all the more 
necessary that all companies tell the whole story— 
completely, frankly and as simply as possible—at least in 
the vear-end reports. 


Continental Steel 
Penick & Ford 
Republic Steel 
Stewart-Warner 
Talcott, Inc., James 
Tel. Autograph 
Waldorf System 


Clearer Corporate Reports Needed 


A good example of an earnings report which will puzzle 
shareholders is that of Republic Steel. For the third 
quarter it shows “net profit of $2,581,100 after all charges 
and $18,400,000 provision for Federal income and excess 
profits taxes.” Now corporations under the new law do 
not have to pay the Treasury more than 80 per cent of 
pre-tax earnings. That means that in the accounting for 


OCTOBER 31, 1942 


HLUUTATEA ETAT UPON EAA NTAT ERATE 


Baldwin Loco. (12 mos. Sept. 30). 3.96 


TEUNITODONSUOSEALEUONUOUEESGGEEGEOOTEGAOUOES AGUA SGDGUALENNAOAO ENOUGH NEAL ETT 





Gains and Losses in 
9-Month Earnings Statements 


9 Months Net Per 9 Months Net Per 


MLL 





Share Share 
1942 1941 1942 1941 
.. $.64 $.25 Acme Steel (12 mos. Sept. 30).. $6.09 $8.73 
2.49 Chesapeake & Ohio.... 2.32 3.29 
-- 432 5.20 Corn Products........ 2.01 2.40 
1.61 2.40 Crucible Steel......... 9.53 6.79 
58 -60 Libby-Owens-Ford Glass -43 2.78 
.37 90 Nat. Biscuit (12 mos. Sept. 30) 1.27 1.50 
2.39 2.06 Owens-Ill. Glass (12 mo. Sept. 30) 3.17 3.26 
2.09 3.01 Plymouth Oil... ... 1.20 -98 
3.24 4.97 Sutherland Paper... . 1.61 2.05 
4.53 4.86 Atlantic Refining. . . .40 3.27 
2.36 1.87 Allen Industries. ... . 1.12 1.75 
-90 1.10 Caterpillar Tractor. . . 2.27 3.12 
: .67 .40 Howe Sound....... 2.64 2.69 
. 12.79 4.96 Le Tourneau, Inc... 3.57 4.85 
1.02 -88 Pacific Mills....... 2.96 3.57 
1.70 2.67 Cream of Wheat Corp -86 1.09 = 
1.50 1.72 American Brake Shoe 2.10 2.49 = 
1.97 2.56 Barker Brothers. ... 1.04 1.70 
2.63 4.16 Bayuk Cigars. ..... 1.91 2.87 
2.61 3.07 General Cigar. . . 1.38 1.60 
1.61 2.90 Mullins Mfg..... -52 99 
-90 1.08 Van Raalte Co.... 3.49 4.48 
1.10 -96 General Electric. . 1.06 1.30 
.43 35 Magna Copper. . . 1.11 2.74 
-67 78 Mathieson Alkali -82 1.57 


tax purposes, 20 per cent of pre-tax earnings is net 


profit—but it does not mean the same thing at all in the 


accounting to stockholders. 

The company does not state what pre-tax earnings it 
reported to the Government. Obviously, however, it could 
in no event have been less than $20,981,000 for the quar- 
ter, for that is the sum of tax accrual plus net profit re- 
ported to stockholders. It was larger than that by the 
amount of non-tax-deductible reserve charged off but not 
stated in the report to stockholders. Yet even if pre-tax 
earnings were only $20,981,000 for the period, application 
of the 80 per cent ceiling provision would appear to result 
in tax of $16,784,800 and net profit of $4,196,200, in- 
stead of the $2,581,100 reported to stockholders. That 
is quite a big difference. 

On a similar basis the groping stockholder is left to 
wonder what were the unstated reserves which reduced 
reported nine months’ net to $10,653,000 or only some 
16 per cent of combined taxes and reported net profit. 
Neither in this interim report nor any other that the 
writer has yet seen is there any reference to the 80 per 
cent tax ceiling, nor allowance for post-war refund of part 
on excess profits tax or the alternative debt-reduction 
credit. A few reports merely state that reported earn- 
ings do not include allowance for the benefits of the 
latter “cushions.” 

In contrast to Republic Steel, Crucible Steel—one of 
the outstanding beneficiaries of the 80 per cent tax ceil- 
ing—reports large gains over a year ago in both the third 
quarter and the nine months periods. Also, it revealed 
the amount of contingency reserve charged off and the 
amount—$750,000 for the nine months—looks a bit 
modest in relationship to net profit of $5,471,000. 

Thanks to a better tax deal than had previously been 
allowed for, some of the machine tool reports will show 
sensational gains over the second-quarter figures. 
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Philip Morris & Co., Ltd., Inc. 


Laggard market performance of the common shares 
of Philip Morris & Co. has caused some apprehension 
among holders in view of the various adverse factors 
which have developed. Currently the stock is selling 
at 6714, compared with a high of 75 and a low of 5514 
for 1942. 

The phenomenal sales growth of the English blend 
cigarettes has demonstrated a strong consumer taste, 
stimulated by a well-planned aggressive advertising pro- 
gram conducted by Philip Morris. Of the company’s 
total sales, 92% is accounted for by the Philip Morris 
brand which was introduced in its present form in 1933. 
Higher priced cigarettes include Marlboro, English 
Ovals, Players, Cambridge and Oxford Blues. Paul 
Jones gives them representation in the 10-cent group, 
while Time is offered to those who smoke mentholated 
cigarettes. Dunhills are made and distributed on a 
royalty basis. Smoking tobaccos provide a small por- 
tion of profits. 

Earnings of the company had a tremendous rise from 
1932 to 1939. Since then income has edged downward 
with $8.01 reported in the year ended March 31, 1942, 
compared with $8.14 in the previous year and $8.33 in 
the year prior to that. While sales of Philip Morris 
continue to increase at a rate better than the general 
industry—earnings are going to feel the impact of the 
new heavy taxes, particularly the increase in the normal 
and surtax rates from 31% up to 40%. Tobacco prices 
have gone sharply higher and further increase in costs 
will curtail profit margins. For the fiscal year ended 
March 31, 1943, earnings will run about $6.00 a share 
in our estimation. The $5 dividend is reasonably 
secure, therefore, and represents a generous yield of 
nearly 712% at present prices. 

On October 5 the company answered the charges of 
the Federal Trade Commission, denying a number of 
the commission’s statements alleging misrepresentation 
and false advertising claims. It is our opinion that this 
controversy will be ironed out without any serious effect 
on the market performance of the stock. 

The company’s financial position is sound with $43.5 
millions in working capital and current assets 3.2 times 
current liabilities. 
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Earlier this year the company undertook new financ- 
ing to the extent of $11,000,000 through the sale of 
$6,000,000 20-year 3% debentures and 49,666 shares of 
414% preferred stock. Proceeds realized were used to 
repay $8,000,000 of bank loans and to add to working 
capital. Since the financing was done on most favorable 
terms the position of the common stockholders was 
really improved. 

Conclusion: In view of the favorable long-term 
aspects of the common stock, the liberal dividend yield 
and the strong position of the company in the competi- 
tive tobacco industry, we recommend retention. Reac- 
tion from the high has largely discounted adverse influ- 
ences although the stock is not likely to be impressive 
from the viewpoint of market appreciation during the 
war years. 


Union Bag & Paper Corp. 


Stockholders of Union Bag & Paper Corp. have been 
expressing concern over recent developments. On 
September 26 the company suspended operations at its 
Allen and Fenimore paper mills in Hudson Falls, N. Y., 
because of lack of orders. On October 16 a quarterly 
dividend of only 15 cents a share was paid instead of the 
25-cent quarterly which had been paid for nearly two 
years previously. According to President Alexander 
Calder this was necessary in order to maintain a strong 
financial position in view of uncertainties due to the 
war effort. 

Marketwise, the stock has done little—with a 1942 
range of 744 low and 9% high. Currently it is selling at 
8. Owners are asking whether to hold or sell. 

Union Bag & Paper is the world’s largest manufac- 
turer of paper bags. It supplies about 20% of the country’s 
paper bag needs—about half of which goes to grocery 
stores. Other important products are wrapping paper 
and linerboard. The two plants shut down are of minor 
significance since the bulk of its paper requirements is 
made in the recently expanded Savannah, Ga., mill. 
Costly construction in connection with this mill necessi- 
tated stock sales in 1939 which brought the company 
$1,894,000 and also required an extension of its bank 
debt. Notes payable now amount to $4,836,379 due 
serially from 1942 to 1952. There is no funded debt and 
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DIVIDEND is cut drastically or omitted completely ...a 


new earnings report shows a sharp slump in profits ...a 
governmental restriction becomes operative ... instantly some 
securities are affected and a new source of worry bears down on 
the investor. The purpose of this department is to dig into situa- 
tions which are disturbing you, to find the facts behind them and 
to tell you whether to eliminate or retain the security involved. 
As a subscriber you are privileged to write to the editor of this 
department asking about any one stock or bond which is disturb- 


ing you. 


You will receive a personally dictated reply to your 


problem and the three issues concerning which most inquiries are 
received will be treated comprehensively in each edition of The 


Magazine of Wall Street. 


no preferred stock ahead of the 1,272,437 shares of 
common. 

Earnings of Union Bag & Paper have been growing. 
In 1941, $1.70 a share was reported, compared with $1.68 
in 1940 and 76 cents in 1939. The first_half of 1942 
showed 93 cents earned as against 71 cents’ in the same 
period of the previous year. However, Federal taxes 
were figured on the basis of the 1941 law so are subject 
to moderate upward revision. Demand for wrapping 
paper and bags slackened in the second half and some 
price cutting was witnessed. Tonnage sales will be below 
those of 1941. 

Rumor has it that the W P B originally projected 
order cutting paper production by 10% will be replaced 
by more drastic slashes. In anticipation of a pos- 
sible shortage developing, a speculative forward- 
buying movement started late in October. Orders 
for all types of paper picked up rapidly so that they 
were well in excess of the 87% capacity operations 
at which the paper industry has recently been 
functioning. Paper stocks rallied. Union Bag & 
Paper must expect some curtailment of production, 
increased labor difficulties, transportation tightness 
and higher costs of operation. It will be hit hard 
by greater taxes as its tax credit base is not large. 

Conclusions: After-the-war prospects of the 
shares of Union Bag & Paper are favorable. The 
newly reduced dividend rate of 60 cents a share 
annually stiili represents a return of 7.5% at cur- 
rent quotations. However near-term aspects of the 
situation are unfavorable and will probably remain 
so for the duration. On the market improvement 
due to forward buying in anticipation of paper pro- 
duction curtailment we suggest sale. Funds can 
be transferred to an issue recommended in the 
pages of THe Macazinre or WALL STREET. 


Dome Mines, Ltd. 


Halting of gold production in the United States 
was disturbing to holders of the shares of Dome 
Mines, Ltd. Fearing more severe curtailment of 


Although cigarette sales continue to rise, higher costs 
and taxes will affect earnings of tobacco companies in 
future months. 
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Canadian gold mining, they have sought advice as to 
whether to hold or sell now. 

In the first nine months of 1942 the company’s pro- 
duction was off over 16%, operations being decreased 
in order to conserve essential supplies. The earnings 
report just out shows estimated net profit of $2,391,866 
for the nine months ended September 30, 1942. This 
was after expenses, income taxes and depreciation. Per 
share earnings were $1.23. Accurate comparison with 


the same period of 1941 is difficult since the profit of 
$2,901,298 reported for those nine months was before 
depreciation, depletion and adjustments of surplus or 
contingent reserve accounts. Lower income this year 
can be attributed to decline (Please turn to page 99) 










































































































































Shall I Continue to Hold 
Merchandise Stocks? 


Against the High Level of Consumer Demand Must Be 


Weighed the Growing But Selective Shortages of Goods, 


Higher Operating Costs and Sharp Increase in Taxes. 


| TRADE is normally one of our more stable activi- 
ties but the impact of an all-out war economy has pro- 
duced many cross-currents, with more in prospect for 
1943. Accordingly, it is necessary for investors to weigh 
carefully the changes to date and those in prospect, with 
their estimated effects on earning power, dividends and 
stock prices. The inroads of increased taxes must also be 
considered, since in many cases taxes will absorb all the 
gains from the large increases in sales. 

The Commerce Department has recently made a 
special survey of the outlook for retail trade in 1943, 
compiling statistics for a large number of sub-divisions 
of the industry, from which we have selected the figures 
presented in the accompanying table. The Department 
concluded that while industrial production would ad- 
vance to new high levels (with the Federal Reserve 
index advancing from around 185 to perhaps 215), con- 
sumers’ goods and services would decline about 10% in 
1943 as compared with this year, and 8% as compared 
with 1941. The quantity of consumers’ durable goods 
would of course be greatly reduced, only about 10% of 
the total output being available for consumers as con- 
trasted with 60% of the output of non-durable goods. 

In the first half of 1943 the total volume of retail sales 
(in dollars) is expected to be some 12% lower than in 
the first half of this year (the decline in physical volume 
would of course be larger). While the statistics com- 
piled by the Department did not follow the usual group- 
ings (chain stores and mail order firms not being sep- 
arated from other retail stores), the figures indicate that 
of the major groups only eating and drinking places will 
fare well next year—the estimated gain in sales being 
over 25%—while grocery stores may show a modest gain 
of 4%. Almost all other groups are expected to show 
declines, which might run as high as 75% in the case of 
household appliances and radio. Department stores 
sales will drop 26%, it is forecast, while those of the 
variety stores (which presumably includes the large 5c- 
$1 chain store organizations) would decline only 14%. 


72 


BY OWEN ELY 


In addition to the wide variations in outlook for dif- 
ferent sections of retailing, regional trends also vary 
considerably due to the fact that war production activi- 
ties have been concentrated in certain sections more 
than in others. Business activity in the following Fed- 
eral Reserve districts has been running sharply ahead of 
the general average (in about the order named): San 
Francisco, Richmond, Dallas, Atlanta and St. Louis. 
Those running about even with the general trend are 
Boston, Cleveland, Chicago, Minneapolis and Kansas 
City (the latter, however, was better than average until 
recently). Areas which lag considerably behind the 
procession are New York and Philadelphia. 


Changes in Business Practice 


Due to current or threatened shortages in many items, 
the trend toward diversification and competitive over- 
lapping of sales activities among various divisions of 
retail trade, already noticeable in recent years, has be- 
come accentuated, resulting in some amusing develop- 
ments. The phenomenal growth of photography as a 
hobby. for example, has made the development of ama- 





Sales of Retail Stores 1939-1942 
with Estimates for 1943 


(Billions of Dollars) 
(As compiled by the Commerce Department) 
—1942— 

*1st ; 


*2nd 
Half 


Grocery Stores . ° \e 5.9 

Apparel and Shoe Stores K B E 2.1 

House Furnishings s . = 9 

Department Stores J i ; 2.6 

Variety Stores x m ; 6 
“Seasonally adjusted. 
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teur films a big business, and chains like Kroger and 
Safeway have been competing heavily with drug chains 
and others for this business in California. Competition 
has reached a point where the drug stores are planning 
a campaign to persuade the public that they should not 
buy or develop films at a grocery store. 

The retail trade industry, being highly competitive, 
operates on narrow profit margins. Increasing labor 
and maintenance costs, as well as higher taxes, have 
raised serious problems, though price increases early in 
1942 (before ceilings came into effect) helped the stores 
to keep “out of the red.” The industry is now cutting 
down on advertising as a partial adjustment to war con- 
ditions. Advertising in 57 national monthly magazines 
and groups in the first eight months showed a decline of 
12% and newspaper advertising has been even harder 
hit. The only form of advertising which seems to have 
held up is radio broadcasting, which has continued to 
gain at the rate of about 10%. 

Price ceilings have, of course, proved a major cause of 
headaches for retailers in 1942. But the OPA finally 
realized that if the rules are too complicated people 
don’t understand them. Doubtless some retailers find 
the whole program reminiscent of the hectic N R.A days, 
although the present Government policy is in a diamet- 
tically opposite direction. The OP A itself has suffered 
from growing pains, and its machinery is now being 
streamlined. While there have been irksome delays, 
Leon Henderson has not wholly proved deaf to the re- 
tailers’ pleas. OPA has now set up a “simplification 
committee” to clear up difficulties in the rules, particu- 
larly to reduce the legal verbiage which proved “over 
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Gimbel Bros., Inc., operates retail department stores in several 
large American cities. New York stores provide about 50 per 
cent of total sales. 


the heads” of many storekeepers. At first OPA tried 
to educate the retailers through the manufacturers and 
wholesalers, but this proved impracticable. At the end 
of August, Maximum Price Regulation 210 was issued as 
a first effort toward simplification of formulas for calcu- 
lating percentages, initial markups, etc., and it is under- 
stood this effort will continue. 

With price ceilings now fairly well installed, the 
OP A’s next job is to watch for quality deterioration, 
particularly where substitutes may be justified by inven- 
tory problems. The increased use of labels and standards 
is deemed necessary to combat this “hidden inflation.” 


Retail Price Adjustments Coming 


Some sections of the food retailing industries have 
found themselves “squeezed” between ever-rising farm 
prices and OPA retail ceilings. While Congress has 
belatedly and partially clamped down on farm prices, 
many retail ceilings fixed early in 1942 are now obviously 
too low. To adjust this situation, it is reported that 
retail price ceilings may switch from dollars and cents 
amounts to maximum percentage mark-ups over whole- 
sale costs. 

The accompanying large table gives detailed data for 
some of the leading units in the mail order, the 5c-$1 
chain stores, the grocery chains and department stores 
(one shoe chain, Melville, is also included). Our general 
conclusions regarding the stock of each company are 
indicated in the table. However, some comment on the 
major divisions of the retail trade industry seems in 
order as an aid to the interpretation of the current statis- 
tics and attempted appraisal of the future. 

The mail order companies started out the year with 
about a 35% gain over last year but due to the rapid 
growth during 1941 the rate of increase dropped to 19% 
in February and March, and to zero in April. In the 
four months following these companies did worse than 
last year, August showing a decrease of 23% from last 
year, and 18% from the April level. The September 
figures made a better showing (see table). Moreover, 
current sales are still very good, as measured by pre-war 
standards. 


“Hard Goods" Shortage Hits Mail Order Trade 


The mail order companies, along with the department 
stores, have been somewhat hurt because of a very large 
proportion of “hard lines’—implements and accessories 
of all kinds as contrasted with “soft lines” such as food, 
clothing, etc. Sears is having somewhat rougher going 
than Ward because 60% of its total volume was formerly 
in hard lines whereas Ward had only 40%. The mail 
order houses are asking OPA to let catalog shoppers 
detach and mail their ration coupons—it’s illegal now, 
but the problem isn’t serious yet. 

Particularly hard hit by priorities and embargoes, the 
Sears and Ward 1942 catalogs have been pruned in 


73 








size, but this may be offset by wider distribution, due 
to movements of war workers as well as the tire situation 
and gas rationing. Many complete lines of goods are 
omitted, although a surprising number of heavy items 
can still be found in one or the other of the two big 
catalogs. Sears emphasizes a huge number of items 
which are below the official price ceilings. 

The mail order companies are beginning to feel the 
inroads of U. S. competition. The Army Exchange Ser- 
vice (PX) supplies officers and enlisted men with all 
sorts of things (even electric refrigerators and diamond 


rings) on a cash or credit basis. It has 370 main stores 
and 4,000 branches, while sales have mushroomed to 
nearly $1,000,000,000 a year. PX doesn’t have to worry 
about profits, state trade laws and minimum resale 
prices, or OPA regulations. It will probably continue 
to grow along with the army, and thus may further 
retard the growth of mail order sales. 

Department store sales showed a somewhat similar 
trend to those of the mail order houses this year, al- 
though the summer “slump” (as compared with last 
year’s rising volume) was (Please turn to page 96) 





Position of Leading 


Merchandising Stocks 





Sales Volume 
Latest Month 
Change from ‘41 _ 


Earned Per ee 


Cal. Year Inte: 
1940 1941 1 oa 


m Rep. 
1942 


1940 


Dividends 
1942 
1941 


to date COMMENT 





Mail Order 


Sears, Roebuck. ..... 6% Deer.a $6.16 $6.35 $1.90i $1.92: 


Assuming usual year-end Sears extra B. ferthcoming, yield is 
around 8%. With low tax g difficulties 
for ‘hard lines" h should be dulened. 


4.25 2.25 





4.25 








Montgomery Ward... 3. ~«Iner.a 4.14 4.97 1.27} 1.19) 


2.00 Ward sales making a somewhat better showing than Sears, since 
the proportion of “hard lines" is smaller. At 31 it seems moder- 
ately attractive, but here also scale-down buying is suggested 
because lower earning power in 1943. 


2.75 2.00 





Department Storesi _ 
Best & Co.* 








2.36 «= «667g 42g 











Best declined from 72 in 1936 to the current price around 22 (up 
from 1752). First half earnings made rather poor showing, explain- 
ing yield of over 9%. However, company deals entirely in ‘‘soft 
goods.’ Cash position good. Stock seems attractive. 


— s trend rketwise almost Ilels Best. Earnings last 
di inting. Yield high, but company may be 
heed with drastic readjustments in heavy fines, hence stock does 
not seem attractive at present. 
"Marshall Field benefits by its Chicago location, with more war 
business than New York. Poor June quarter earnings probably due 
to tax adjustments, since March quarter showed gain. Stock offers 
attractive yield, may have d tion possibilities. 
~ May has stores in St. Louis, Akron, Cleveland Baltimore, Denver, 
Los Angeles. With sales data and earnings lacking, it not does 
seem outstandingly attractive, though excellent growth record and 
strong cash position give it some investment status (dividends 
have been paid since 1911). 
Gimbel made excellent showing last year (current earnings and 
sales fi Sint not available). Stock appears attractive for those in- 
terested in low-asiees non-dividend i issues. Several stores in war 
area, less e New York situation. 


2.00 





1.67 

















2.25 











Assoc. Dry Goods*. . . 


3.20 E.d.0. .13g E.d.0, .0033 


Associated Dry Goods selling at less than twice last year's 
share earnings. Large payments against arrears on the second pre- 
ferred leave only $7 a share. gy affected by hard goods 
shortages, stock appears interesting for long-pull holding. 








Federated Dept. Stores*. 





Interstate Dept. Stores*. 42 95e .89e 


1.50 Federated Stores selling around 14 offers yield of over 10%; 
dividends seem well p db Financial position 


good. Stock seems moderately attractive. Excess profits ex- 
ti timated at $2.25. 














~ Interstate Stores (around 9) yields over 10%. With operations 
in middle west area September sales figures showed outstanding 
gain. Report for first half satisfactory, and dividend increasing. 


1.00 





5¢-$1 Chains 


J. C. Penney* 6.24 2.563 2.289 





McCrory Stores 2.24 2.21k 








Woolworth 





2.21k = 1.2 





Oo So ae 


Penney’s earnings were down moderately in first half, but cash 
position is strong, and usual $2 year-end extra is tees making 
yield about 7%. Penney should be little aff 
on heavy goods, and seems attractive for i 
McCrory around 12 offers attractive yield and earnings seem to 
be holding up well. However, the excess profits tax exemption 
is estimated at only about the $1.25 dividend rate. 

~ Woolworth declined from its 1937 high of 6534 to 211, but 
has recovered to 28. Less concern now about possible bombing 
damage to i t British prop Sales gains lag behind 
other chains’, and excess profits tax exemption estimated around $2. 
Grant, with diversification in apparel line, reports larger sales 
gains than Woolworth or Kresge. Increased « dividend affords over 
1%. The y should not be ted much by shortages. 


2.25 
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Murphy, G.C.*....... 2 


S. S. Kresge is relatively stable marketwise. Current sales show 
larger gain than Woolworth, but the company may be affected 
t b an ing costs. Due to estimated 

ption of only $1.45, he does not seem attractive. 
Murphy has excellent growth record, earnings increasing from 
81¢ in 1932 to $7.20 last year. Current sales gain favorable. 
Common dividend seems covered by excess profits tax exemption. 














Grocery Chains 


Jewel Tea 0.86) 


Jewel Tea has excellent record with marked stability during 
depression periods. However, since company sells direct to con- 
sumers from automobile routes, it seems vulnerable to gas ration- 
ing, tire shortages, etc. 


2.40x 2.40 1.40 





1.93¢ 





Outlook for grocery stores confused pending clarification of OPA 
policies. Safeway paid dividends since 1927 and has excellent 
record of stable — However, recent sales gains seem 


3.50 3.50 2.295 








Kroger* 3.80 1.359 1.359 


2.00 2.00 Kroger’ 's og sales “gain of 30% 
i middle west war pro- 


duction belt. Stock yields over 7% based on $2 dividend rate. 


Le age an aggressive policy, 
in 








Shoe Chain 


Melville Shoe...... : 2.96 2.64 1.383 1.059 


Melville remains in excellent cash position but sales show only 
moderate gain and earnings are declining. Possibility of shoe 


2.25 2.25 
next year makes stock seem relatively 


2.00 





a 
unattractive. 








a—September. 
h—26 weeks ended Aug. 1st. i—24 weeks ended July. 


i—6 ded Jul 
January. x—also 100% in stock. i mos, en uly. 


b—4 weeks ended Sept. 12. c—4 weeks ended Sept. 5th. d—August. 
k—12 mos. ended June. 
*—Considered to have best prospects, among stocks, listed. d—Deficit. 


1st. g—6 mos. ended June 30th. 


e—6 mos. ended July 31st. f—6 mos. ended ‘eng ; : 3 
years of most companies end in 


I—28 weeks ended July. +—Fisca 
E—Estimated. 
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Another Look Ak... 


ALPHA PORTLAND CEMENT—AMERICAN CRYSTAL SUGAR— 
WHEELING STEEL—UNITED DYEWOOD— 
AMERICAN CYANAMID 


By THe MAGAZINE OF WALL STREET STAFF 


Alpha Portland Cement Co. 


For the first time in fourteen years, the cement indus- 
try is operating at practical capacity. According to 
some authorities in this field, output for 1942 will approx- 
imate 180,000,000 barrels, the larger portion of which is 
connected with some phase of the war effort. The pre- 
vious record production—176,000,000 barrels—was regis- 
tered in 1928, during the construction boom that pre- 
ceded the big world depression. 

In this vast demand for cement, Alpha Portland 
Cement Co., is participating in large measure. Net sales 
of $11,079,000 for the twelve months ended Sept. 30, 
1942, were the highest for several years, and compared 
with $9,396,000 during the similar months a year earlier. 
Net income, after taxes, was equal to $2.03 per share on 
the capital stock, of which 644,600 shares are outstand- 
ing, compared with $1.93 per share for the twelve months 
ended September 30, 1941. 

Alpha Portland Cement Co., which was incorporated 
in 1910, is one of the larger low-cost producers of cement. 
Annual capacity of the company’s nine plants, which 
are located in the principal consuming regions east of 
the Mississippi river, is somewhat in excess of 12,500,000 
barrels. For several years prior to the inauguration of 
the American rearmament program, annual production at 
the company’s plants had ranged well under one-half of 
normal capacity. While details of plant activities are 
not available, it is probable that current production is 
not far under practical capacity. 

Although the total of dividend payments from 1935 
through 1941 was considerably in excess of earnings, a 
strong financial position has been preserved. The bal- 
ance sheet as of September 30, 1942, exhibited total cur- 
rent assets of $11,021,000, including cash and U. S. 
Government securities of more than $7,800,000, as against 
current liabilities of only $1,494,000. There was no float- 
ing nor funded indebtedness outstanding on that date. 
Dividend payments to date in 1942 amount to 75 cents 
per share, which compare with $2 total in 1941 and $1.50 
total in 1940. 

Wartime demand for cement will continue of large 
proportions, assuring near-capacity operations for this 
organization. While fuel and transportation costs may 
advance further, limitations placed on types of cement, 
as well as the moderately higher prices received for this 
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commodity, should help to maintain profit margins at 
satisfactory levels. Rehabilitation of manufacturing 
plants and of highways in the early post-war period will 
involve consumption of large quantities of cement, and 
operations of this concern may be expected to benefit 
accordingly. 

Although dividend payments for 1942 may be con- 
siderably under the 1941 total, due to higher taxes, their 
continuance at at least the recent rate of 25 cents quar- 
terly is probable. Current return is about 514%, and 
the satisfactory earnings outlook accords the common 
shares fair price appreciation possibilities. 


American Crystal Sugar Co. 


Shortage of shipping facilities for the movement of 
the 1942 Cuban cane sugar crop to the United States, 
which was an important factor in establishment of sugar 
rationing last Spring, has been of considerable benefit 
to the beet sugar refining industry (which, contrary to 
the cane sugar division, is 100% domestic), and ship- 
ments of beet sugar to the eastern “deficiency” areas are 
running somewhat above those of a year ago. 

American Crystal Sugar Co. is one of the outstanding 

producers in the beet sugar division. The company 
owns ten factories located in the middle and far west. 
Combined capacity of these plants is approximately 
16,000 tons of beets per day. Extensive beet- and grain- 
producing lands adjacent to the factories are owned, 
while the Ventura Country Railway Co. is a wholly- 
owned subsidiary. Despite extensive property holdings, 
about 80% of the beets processed have been purchased 
from other growers on a participating basis. 
Earnings have recorded rapid improvement during 
recent years, with net income for the fiscal year ended 
March 31, 1942, being equal to $2.98 per share of com- 
mon, compared with $2.17 per share in the preceding 
fiscal year. Interim figures are not reported. Finances 
were in excellent condition as of March 31, 1942. In- 
ventories were substantial, aggregating $10,553,000, out 
of total current assets of $13,342,000, while cash 
amounted to $762,000. Current liabilities of $4,003,000 
included notes payable of $500,000. Notes payable were 
reduced from $1,700,000 to $500,000 during the 1941-42 
fiscal year, and this latter amount was completely liqui- 
dated on May 11, 1942. 





Impelled by continuing large demand, and aided by 
removal of restrictions on beet sugar hitherto imposed 
by the Government under its crop control program, it 
is expected that the 1940 peak production of 4,326,851 
bags will be surpassed during the present fiscal year. 
The cost of harvesting the 1942 crop will be higher than 
a year ago, but the favorable price situation in refined 
sugar indicates excellent profit margins for this com- 
pany. Moreover, under the new zoning regulations on 
delivery of sugar, the beet producers have been allotted 
a larger marketing area. 

High corporate taxes are expected to shade net earn- 
ings for the current fiscal period, but indications are that 
the current 50 cents quarterly dividend on the common 
shares will be covered by a liberal margin. Payments on 
this issue amount to $2.00 through September 30, 1942, 
compared with $1.25 for the calendar year 1941 and 
50 cents in 1940. 

At prevailing quotations, a yield of over 11% on the 
common is provided. In view of the favorable earnings 
outlook, this issue‘may be considered attractive from the 
standpoint of current income and of prospectively higher 
market prices. 


Wheeling Steel Corp. 


Expansion of productive facilities, concomitant upon 
the increasing war demands, has been virtually com- 
pleted, at a cost of $18,000,000. This project involved 
Government financing—according to latest information 
—of all or a major portion of the cost of the project by 
the Defense Plant Corporation. This company ranks 


ninth among the nation’s steel making organizations, 
with about three-fourths of output being fabricated into 
sheets, strip and tin plate and the remainder mostly 


into pipe and wire products. Under normal conditions 
container makers absorb about 20% of output, with the 
building trades also large consumers. 

Restrictions upon the use of tin have compelled 
adoption of substitutes for tin plate. The company has 
installed facilities for “bonderizing” of black plate 
(which requires no tin) and electro-tinning (which per- 
mits lighter tin-coating), at a cost of approximately 
$2,500,000. 

Earnings have shown considerable improvement over 
the past few annual periods, with net income reaching 
a high of $9,106,000 in 1941, equal to $25.08 per share 
of preferred and $11.74 on the common, as against $15.66 
and $6.53 per share, respectively, in 1940. The com- 
mendable showing of 1941 was achieved despite measur- 
able increases in Federal taxes. It was a different story 
during the first half of this year, however. The mod- 
erate rise in operating profit was extinguished by appre- 
ciably heavier tax allowances, as a result of which net 
dropped to $5.50 and $1.91 on the preferred and com- 
mon from $12.91 and $6.60 per share, respectively, in 
the six months ended with June 30, 1941. 

Enhancement of earnings since 1938 has materially 
strengthened the company’s financial status. Refunding 
accomplished in 1941 will result in substantial reduction 
in fixed charges in future years. Current assets as of 
Dec. 31, 1941, aggregated $52,593,000, including cash 
and marketable securities of $8,484,600, compared with 
current liabilities of $9,027,000. 
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Over-all production will remain at high levels for the 
duration. However, the recently granted wage increase 
in the steel industry will add considerably to costs, 
while taxes will also absorb a large portion of total 
income. Therefore, but little improvement, if any, is 
anticipated in net earnings over the near future. 

The preferred shares, upon which $5 annual dividends 
are being covered by a wide margin, and which are selling 
far under call price, may be acquired for the high yield of 
about 714%. Dividends of $1.25 per share have been paid 
on the common through Sept. 15, 1942, as against $2 in 
1941. The strong financial status, liberal excess profits tax 
exemption, and prospects that earnings over the near 
future will remain well above dividends actually paid in 


1942, accord the common shares good speculative appeal 
at present depressed market prices of about 21. 


United Dyewood Corp. 


Revenues and earnings of this organization have pur- 
sued a rather erratic course over the past decade. An 
operating deficit for 1932 was followed by recovery in 
1933, then another drop in 1934. Fluctuations continued 
wide in ensuing years, but the post-depression earnings 
peak recorded in 1936 has not since been approached. 
This holding organization, through subsidiaries, is en- 
gaged in the production of dyewood and tanning ex- 
tracts, coal tar products, dyestuffs, aniline dyes, chem- 
icals and other vegetable dyestuffs. American plants 
are located at Chester, Pa.; Mobile, Ala.; and Belleville, 
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N. J. Foreign properties include those at Glasgow, Scot- 
land; Jamaica, B. W. I.; two in France, and one each in 
Italy, Belgium and Corsica. It is understood that sales 
under normal conditions are divided about equally be- 
tween domestic and foreign markets. Manufacturers of 
coal tar products and of printing ink provide important 
outlets for the company’s production. 

Prior to the outbreak of the war, a considerable por- 
tion of the company’s foreign output was used in the 
leather and textile trades. During 1940 and 1941 no 
revenues from French subsidiaries were reported, al- 
though factories in Great Britain and in Jamaica were 
stated to be operating in a normal manner. So far as 
can be ascertained, the plants of the foreign subsidiary 
companies have suffered 
no physical damage from 
the conflict. It is offi- 
cially stated that the 
principal French plant 
at Le Havre is the only 
plant dangerously ex- 
posed to war damage. 

Sales during the first 
half of 1942, excluding 
Continental properties, 
were about 2% over 
producers with larger por- those for the similar 
tion of output consisting of 1941 months, but dis- 
sheets, strip and tin plate, proportionate increases 
and remainder chiefly pipe : As pe 

and wire products. in costs and taxes cut 

net income to $4.17 per 
share on the 29,170 
shares of 7% cumula- 
tive $100 par stock, and 
14 cents per share on 
the 139,000 shares of 
$10 par common, from 
$4.36 and 18 cents per 
share, respectively, in the 
first half of 1941. For 
the full year 1941, net 
income was equal to 
$9.07 and 43 cents per 
share on the preferred 
and common. 

The first interruption 
in normal payments on 
the preferred stock since 
1927 came in 1940, when detueiamiiaes amounted to but 
$5.25 per share, followed by similar payments in 1941. 
Distributions of $1.75 each were made April 1 and July 1, 
this year, but the dividend normally payable on Octo- 
ber 1 was deferred. Arrears as of the latter date amounted 
to $7 per share of preferred. No dividends have been 
paid on the common stock since 1938. 

A sound financial position has been maintained in 
recent years. At the end of 1941, current assets of 
$2,482,000, including cash of $513,000 and inventories 
of $1,483,000, compared with current liabilities of $545,- 
000. The company had no funded debt and bank accept- 
ances payable were of small amount. 

Official indications are that an increasing proportion 
of output is being used for materials needed by the 
armed forces. While further sales gains are probable, 


Wheeling Steel ranks ninth 
among the nation's steel 
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taxes, and higher operating costs as well, will probably 
prevent improvement in net profits. 


American Cyanamid Co. 


Constantly widening diversification of production and 
outlets characterizes the activities of American Cyana- 
mid Co., expansion in these directions being intensified 
under the impetus of war-time requirements. This or- 
ganization and its subsidiaries manufacture and sell 
about 150 different chemicals. Production is divided 
into seven principal groups, these embracing dyestuffs; 
paper makers’ and heavy chemicals, such as acids, tan- 
ning materials and wetting agents; cyanides and flota- 
tion agents for the mining industry; organic intermedi- 
ates, which include lacquer chemicals and _ solvents; 
pharmaceuticals; fertilizer materials, and plastics. Other 
products include insecticides, gypsum products, explo- 
sives and fumigants. 

Over 30 plants are operated in this country, in addi- 
tion to a large plant in Canada. The company also con- 
ducts a modern research laboratory in Stamford, Conn., 
where the electron microscope and other scientific de- 
vices are employed in the search for new processes and 
substances. 

Funded debt of the company, all privately held, 
totaled $20,978,000 as of Dec. 31, 1941, and consisted of 
three debenture issues, maturing in 1955, 1956 and 1957 
Capital stock included 1,106,681 shares of 5%, $10 par 
cumulative eres shares; 65,943 shares of Class 

“A” common and 2,552,421 shares of Class “B” common, 
both of $10 par value. Net income of $7,766,000 re- 
ported for 1941 was the highest of the post-depression 
era, and was registered notwithstanding deduction of 
over $11,450,000 for Federal income and excess profits 
taxes. This compared with net of $7,630,000 in the 
previous year, after Federal taxes of $3,180,000. 

Higher taxes, however, reversed the earnings trend in 
the first half of 1942, and net income dropped to 69 cents 
per share of common, from 91 cents for the six months 
ended June 30, 1941. Finances at the 1941 year-end 
were in satisfactory condition, with current assets of 
$62,489,000, including cash and marketable securities of 
$26,500,000, comparing with current liabilities or 
$23,408,000. The latter oe income and excess 
profits tax reserve of $11,725,000. 

Dividends have been paid annually on the two classes 
of common stock since 1934. Disbursements through Oct. 
1, 1942, totaled 60 cents per share on these issues, equal- 
ling the cash payments of the three years immediately 
preceding. 

Post-war prospects for the chemical industry in its 
numerous ramifications are unusually propitious. Re- 
search activities are being aggressively promoted, in 
order to discover new and cheaper processes, as well as 
substitutes for many articles now in use. In these de- 
velopments, American Cyanamid is playing a vital 
role, particularly in the field of plastics and organic 
chemistry. 

As a long-term speculation in the cyclical growth of 
the American chemical industry, the Class “B” shares 
of this company are entitled to favorable consideration, 
but should be acquired only in periods of market re- 
action. 








Dividend Prospects 


for 


Reynolds Tobacco 


BY STANLEY DEVLIN 


Present rate is secure on the basis of earning power under 


the new Federal taxes, but possibility of still higher 


levies next year must be allowed for. 


Over a long period of years the earnings of the R. J. 
Reynolds Tobacco Company, the dividends paid and the 
price of the Class B stock have been in a moderate down- 
trend. While the 1942 net income per share of this com- 
pany will undoubtedly be smaller than that shown in 
1941, due mostly to higher taxes, it is believed that the 
annual report will show a fair increase in net before 
taxes. Until the tax deductions grow smaller, it is not 
likely that the earnings per share nor the dividends will 
show any sizeable increase, but at some time in the 
future, the strong position of this company in the tobacco 
industry should again have its reflection in materially 
higher prices for the B stock. 

The raw materials position of the company is excel- 
lent, with a large supply of leaf tobacco acquired while 
prices were low prior to 1942. While new purchases this 
year, and probably next, will bring the average cost of 
its inventories to higher levels on the domestic leaf, this 
company is unusually well fortified on its foreign grown 
tobacco. Before the United States entered the war, the 
Reynolds management moved practically all of their 
supply of Turkish and Greek tobacco to this country, 
and they have a supply of these materials for blending 
which will last for many years. The company also 
showed its foresight in acquiring a very large supply of 
imported cigarette paper, although a domestic source of 
this high-grade paper has been found during the past 
year and much of the imported paper has been saved for 
future use. At the end of 1941, the inventories of the 
company were $154,934,724, the largest in many years, 
if not the largest in the company’s history. Most of this 
was leaf tobacco. These inventories were carried at cost. 
The rise in prices in recent months has probably greatly 
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increased the current value of the inventory tobacco. 

The R. J. Reynolds Tobacco Company was formed in 
1899, and for many years was not among the largest in 
the business. Then the development of a steadily grow- 
ing market for its one cigarette (Camels) and for its 
leading tobacco brand (Prince Albert) brought the com- 
pany into a place with the largest in the industry. It 
has other brands of smoking and chewing tobacco, but 
its big advertising of Prince Albert has made that its 
great sales medium. Through the 1920s and 1930s, 
Camels and Prince Albert steadily gained in sales and 
popularity, relative to the products of its leading com- 
petitors. Of course, the periods of general business decline 
such as 1938 and 1939 saw some decline in gross from the 
$303,000,000 of 1937, but in 1941, the gross of $323,000,- 
000 exceeded the previous record. 


Costs and Taxes 


It has been in costs that the down-trend mentioned 
above, in net earnings and dividends, has originated. 
These have slowly increased through the years and, with 
the great jump in taxes, brought the net earnings in 1941 
to the lowest since 1934. Through the depression of the 
early 1930s, this company actually showed an increase 
in net income before costs started to increase. Thus in 
1929, the net per share on the common and B stocks was 
$3.22, and in the succeeding years, it was $3.43 in 1930; 
$3.64 in 1931, and $3.37 in 1932. Then came the first 
result of rising costs and taxes, with only $2.12 a share 
in 1933, the lowest in a long period of years before or 
since. This rise in costs, however, is being offset to some 
degree by increasing efficiency and a larger volume of 
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sales, but rising taxes cannot be as successfully offset. 

This company has paid dividends in every year since 
1901. This has included a number of stock dividends. 
The original common stock was of $100 par value. In 
1920, it was reduced to $25 par, and four shares of new 
given for each one of old, and at the same time the 
newly created Class B stock was issued, with a 200% 
stock dividend paid to the common in these B shares. 
In 1926, a former issue of 7% preferred was retired. In 
1929, both the common and the B par values were 
reduced to $10, with two and a half new shares given for 
each old, bringing the outstanding capitalization to the 
present 1,000,000 common and 9,000,000 B, of $10 
par each. The cash dividend policy has been liberal, 
with $3 a share paid for many years on the common and 
the B. With the start of the war in Europe, the com- 
pany found it inadvisable to pay such liberal dividends, 
and they have been reduced several times to the present 
35 cents quarterly. At the present time and for as far 
ahead as can be foreseen, it is indicated that earnings will 
be sufficient to comfortably cover an annual dividend cf 
$1.40 a share. The only point of doubt is in what future 
taxes may grow to. This company paid $18,492,000 in 
taxes in 1941, against approximately $11,000,000 in 1940 
and $7,500,000 in 1939. Under a 40% combined normal 
and surtax rate, if the company can show about $42,000,- 
000 net before taxes in 1942, with about $5,000,000 state 
and general taxes and about $16,000,000 Federal tax, that 
would still leave over $2 a share on the combined com- 
mon and B stocks. There is no indication that any 
excess profits tax will have to be paid. 


Inventory and Cash 


The carrying of such a huge inventory has affected the 
cash position of the company in the past few years. This 
was partly offset by bank loans, which have been on a 
long term basis and are being paid off $2,000,000 annu- 
ally. They bear only 134% interest cost. The company 
has arranged for a further bank credit up to $75,000,000, 
which it will be able to use as the need may arise. This 
will amply take care of any cash needs which may arise, 
if quick payments may be needed. Were it not for this 
readily available credit, however, the company’s current 
position might not be considered too good. It is true 
that the $154,000,000 inventories are part of current 
assets, but for as long as the present situation lasts, there 
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cannot be any broad turning of supplies on hand into 
cash by restricting new buying of leaf tobacco, and 
inventories will probably remain at a very high figure 
for the duration of the war. The cash and receivables 
in the last balance sheet of the company were about 
$20,000,000, against current debts, largely for taxes, of 
almost $34,000,000. However, with $75,000,000 available 
if the company wants it, the working capital position is 
not a matter of any concern to the management or the 
shareholders. 

Through the period after the First World War, the old 
common stock of this company of $100 par value was one 
of the sensations of the market, rising to a high of $530 
a share in 1920 prior to the first split-up. The new B 
stock of $25 par value and the common of the same par 
went to around 200 in 1927. The high on the $10 par 
value B in 1929 was $66 and this price was approached 
in 1936. In the depression years, the tobacco stocks in 
general held better than any other part of the market, 
and while so many stocks went to a price of a fifth to a 
twentieth of what they had been in 1929, in 1932, the low 
on Reynolds B was 2614, or about 40% of the 1929 high. 
It was not until the tax question brought a flood of sell- 
ing in the tobacco group that Reynolds B broke 25 for 
the first time, late in 1941, and in 1942, it made a record 
low of 20, with the high this year 27%. While it has not 
shown any indication of a nearby upward move of large 
proportions, it has been holding well above the low of 
the year in recent months. It has settled into an invest- 
ment position for the time being. At recent prices, on 
an annual dividend of $1.40, which seems to be secure 
until there is a further rise in Federal taxes, the yield 1s 
near to 6%. Even if the dividend were reduced to $1 a 
share annually, which appears to be quite improbable 
from everything that can be foreseen at present, the yield 
would be 5% at the low of 1942. 

In the course of time, as the factors which have ad- 
versely influenced this stock in the past year or two are 
succeeded by more normal conditions, it is probable that 
it will receive higher dividends and its market price will 
improve materially. 

Meanwhile allowance must be made for the possi- 
bility that 1943 legislation (Please turn to page 94) 
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The Lure of Low-Priced Stocks 


The average trader in the market 
finds fascination in big percentage 
gains. Thus when a stock goes from 
3% to 3%, it is a 100% gross gain. 
When you can pick them right, it 
sometimes happens that money can 
be doubled in a few days in a rising 
market. It is useless to warn the 
people who trade in the cheap stocks 
that some of them will pass out of 
existence and bring a 100% loss. 
They see something like the rise in 
Curtis Publishing common a. fort- 
night ago from 114 to 2 in two ses- 
sions, and the customers brokers 
and the statisticians in the broker- 
age houses are immediately besieged 
to pick out some more low-priced 
issues which “will double in value in 
a couple of days.” In general, it 
might be pointed out that the great- 
est risk in this field is among the 
common stocks, and some preferred, 
of roads in receivership and public 
utilities which are about to be split 
up under S E C orders, for some and 
maybe many of these stocks may 
cease to have any values under re- 
organization or in splitting up. If 
one really wants to try his luck in 
the stocks selling at very low prices, 
there are some which have earnings 
and a prospect of survival, on which 
details are given herewith, but not 
recommendation that “these are the 
ones which may double.” 

There is Jeanette Glass on the 
Curb, with earnings of 38 cents a 
share in 1941, and the company is 
now paying off some of the accrued 
dividends on the preferred. 


Hupp Motors, on the Big Board, 
has been doing a huge business in 
war goods. Whether it will have 
much of the current income left 
after the tax assessor is through is 
problematical, and it is also uncer- 
tain whether the company will be 
an automobile maker again after the 
war is over. 

Mountain City Copper on the 
Curb is paying dividends and earned 
25 cents a share in 1941. This stock 
once sold at 1744 (back in 1937). 

Herewith are the different possibili- 
ties between two very low-priced 
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public utility stocks. Long Island 
Lighting has had several years of 
poor earnings and has a large debt 
accrued on its preferred stocks, 
There is no SEC split-up ahead, 
however, and all that the common 
stock would need to get somewhere 
is for the company’s earnings to 
pick up, which is far from impossible, 
Contrast that with the very low- 
priced International Hydro-Electric 
common, where the S E C is forcing 
the company to dissolve, and after 
the approximately $40,000,000 need- 
ed to pay off the bonds and pre- 
ferred stock and its large accu- 
mulated dividends, plus current 
debts, it does not look as if there 
will be anything for the common; in 
fact, some analysts think that there 
may be barely enough to pay off the 
bonds. 


A New Company to Be Born Soon 


The Standard Oil Company of 
New Jersey is going to segregate its 
natural gas subsidiaries and give 
them to the as-yet-to-be-formed 
Consolidated Natural Gas Com- 
pany. The move is expected in the 
next few months, possibly quite 
soon. The stock of the new com- 
pany will be distributed to the Jer- 
sey shareholders, on the basis of one 
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American business, like American soldiers, is serving on far-flung fields. This is a” 
International Business Machines tabulating card used in Egypt. 
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Consolidated for each ten Jersey. 
On the basis of 1941 earnings of the 
gas companies, the new company 
should be able to earn over $3 a 
share on its stock, although this may 
be reduced by higher taxes and some 
lowering of rates on gas in the Mid- 
die Atlantic States where the gas 
companies operate. In the past, 
some lively markets have developed 
in the stocks of companies distrib- 
uted by the big oil companies. When 
ihe event is at hand, it ought to 
have a bullish effect on S. O. of New 


Jersey. 
Some Aviation Dividends Are Due 


Several of the larger aircraft mak- 
ers paid their only dividend in 1941 
toward the end of the year. It is 
expected that various ones in this 
group will do the same this year. 
Curtiss-Wright is counted on for $1 
a share on the common stock, the 
same as in 1941. There are signs of 
accumulation in this stock and, if 
the airplane group is getting ready 
for a market spurt, it ought to be 
one of the leaders. One of the best 
posted observers of the market re- 
cently stated to a group of cus- 
tomers in a brokerage house, “I see 
every sign that there is going to be 
one more period of strong and active 
markets in the aircraft stocks, but 
when that peters out, I think that 
they will not again see the levels 
reached, during the next five years.” 
If this view is correct, it would be- 
hoove those long of the aviation 
shares to sell them on the next 
strong market. But we distrust any 
“forecast” for a five-year period. 


A Dividend on Central? 


Directors of the New York Cen- 
tral will meet again on November 
10th. With earnings running at a 
rate of well over $5 a share this year, 
after allowing for probable taxes, it 
is not unlikely that at least $1 a 
share will be paid by the year-end. 
Much emphasis has been placed on 
the large maturities in bonds of this 
railroad, but those over the next few 
years are small. It is not until 1946 
that any large issues have to be paid 
or funded. 

_The example of Southern Pacific 
ih paying a dividend of $1 a share 
may be followed by other roads be- 
‘ides the expected action on New 
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Interest Payments in 1942 on Defaulted or Deferred Bonds 


Paid 1942 
000 


P. 1 
RECEIVERSHIP BONDS "ad 
Chicago & Northwestern gen. 31s1987......... 


Chicago & Northwestern 1st & ref. 41s 2037/..... 


Kansas City, Fort Scott & M. 4s 1936 
Milwaukee & Northern Extd, 1st 414s 1939 


St. Louis-San Francisco pr. 1st 4s 1950 
St. Louis-San Francisco cons. 41s 1978#........ 


NON-RECEIVERSHIP BONDS 


Baltimore & Ohio con. stmp. mod. 414s 1960(b)... 147.08 


#—Proportionate payments on other bonds of this railroad. 


$28.86 
16.40 


83.25 


Yield on 
1942 
Payment 
8.5% 
6.8% 


Recent 
Reason for Payment i 


Interest due on new bonds to 34 
be issued in reorganization 24 


Partly on account of back in- 
terest, partly on new bonds 
to be issued 


9.3% (a) 
6.7% (a) 


Accrued back interest 


Partly accrued interest, and 
artly on account of new 
Goode to be issued 7.5%(a) 
Accrued back interest 2 9.1% 


Accrued back interest 11.1% 


Clearing up accumulated in- 


terest 18.8% (a) 


On account of back interest 13.0% 


Regular 1942 interest plus $15 
on back payment 


(a)}—Yield cnsegetes annual interest rate. (b)—Practically 


12.1% (a) 


all accrued interest on other Baltimore & Ohio bonds was paid in 1941 or 1942 


Interest payments are expected before the end of 1942 on New York, New Haven & Hartford bonds, on Chicago, 
Rock Island & Pacific bonds and possibly on St. Louis Southwestern bonds. 





York Central. There is talk of a 
dividend on Nickel Plate preferred, 
though this is received with some 
skepticism. Another 50 cents a share 
on Erie common has just 
declared. 


been 


The Car & Foundry Dividend 
May Be Paid Yet 


The decision of the New Jersey 
court that the preferred stock of the 
American Car & Foundry Company 
was entitled to $7 a share for 1936 
and $1.29 a share for 1938, before 
the common could receive a divi- 
dend was taken by the market for 
a time as a veto of the $1 a share 
declared on that common by direc- 
tors a vear ago. This payment was 
held up by an injunction. It seems 
likely that the directors will vote the 
dividends mentioned for the pre- 
ferred, as the company’s earnings 
would warrant it, and then pay $1 
on the common. 


Brown Co. Preferred Has 
Possibilities 


While Brown Company common 
stock seems to be too remote from 
dividends to be a good speculation 
even at the low price it is selling at, 
the preferred has some market pos- 
sibilities. This is an American com- 
pany which owns huge paper inter- 
ests in Canada, among other things 
the ownership of over 2,000 square 
miles of timber lands in that coun- 


try in fee and nearly 4,000 square 
miles additional under lease, besides 
many plants for making pulp and 
paper. The company went through 
a reorganization at the end of 1941. 
The earnings last year equalled 
more than $20 a share on the pre- 
ferred, and 1942 income is expected 
to be large, relative to the recent 
price of around 17 for the preferred. 
which is in the unlisted market. 


Investment Trust Stocks 
Looking Up 


Lehman Corporation, Tri-Conti- 
nental and several others of the larg- 
er investment trusts have shown a 
fair rise in net equity per share as of 
September 30, compared with June 
30, and with the further rise in the 
market are in a still stronger asset 
position. The stocks of these com- 
panies usually lag a bit behind their 
net asset value in market quotation. 
but they do reflect such a rise in 
asset values to a large extent. As 
these companies hold a broad list 
of securities, it can be considered 
as almost positive that the stocks 
will rise in general proportions to 
the whole market if there is a gen- 
eral advance in prices. As any 
trader knows, there are some stocks 
which go down when the list as a 
whole is rising, but this never hap- 
pens to the leading investment trust 
issues. In general, they do what 
the market does and never go 
against the trend. 
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Rising public spending power should maintain revenues at 
Effect of loss of "star" actors is conjec- 
Earnings outlook appears favorable. 
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BY PHILLIP DOBBS 


| join the after-supper theatre throngs as they line 
up under the marquee of the “Strand,” “Lyric,” “Bijou,” 
or by whatever name the local movie house may be 
called. It does not matter whether we are in Times 
Square, New York City, or on Main Street in a thousand 
Centervilles. There is a pretty good chance that the 
feature picture will be one of these: “Captains of the 
Clouds,” “In This Our Life,” “Sergeant York,” “Yankee 
Doodle Dandy,” or some other one of the many 1942 
Warner Bros. hits. And if we are correct in our surmise, 
we know that a large portion of the money exchanged 
for tickets at the cashier’s cage will eventually find its 
way into the coffers of this great motion picture organiza- 
tion. 

The unusually favorable reception accorded the 
twenty or so feature pictures released this year has been 
of tremendous aid in boosting company revenues to a 
point well in excess of those of a year ago. Although the 
annual report for the fiscal year ended about August 31, 
1942, will not be available until the latter part of Novem- 
ber, there is little doubt that it will reveal gross revenues 
in excess of the $102,293,000 reported for the year ended 
August 30, 1941. Expectation of further expansion of 
revenue is suggested not only by the fact that total reve- 
nues of $87,790,000 for the 39 weeks ended May 30, 1942, 
were nearly 15% over those for the previous comparable 
period, but also by the enormously enhanced public 
spending power now extant. With restrictions placed on 
the use of private automobiles, it requires no great stretch 
of the imagination to visualize constantly lengthening 
queues in front of the nation’s movie houses during the 
long winter evenings. 
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Operations of Warner Bros. Pictures, Inc., which was 
incorporated in 1923 to acquire the business previously 
operated as a partnership by the four Warner brothers, 
are thoroughly integrated, embracing all divisions of the 
motion picture business from the production of feature 
films and short subjects to operation of a large theatre 
system, which includes about 425 owned or leased prop- 
erties. Practically all of these theatres are located in 
the eastern section of the country, with the greatest con- 
centration in Pennsylvania. Productions are exhibited 
also in England, Canada, and to a lesser degree in the 
Latin-American countries. British interests are repre- 
sented by ownership, through a wholly-owned subsidi- 
ary, of 25% of the ordinary stock of Associated British 
Picture Corp., Ltd., this concern operating more than 
400 theatres in Great Britain. This block of stock was 
purchased in 1941 at a cost of £903,150. 

The largest of the company’s motion picture studios, 
located at Burbank, Calif., is thoroughly equipped for 
the production of virtually all types of films, while other 
studios are operated at Hollywood, Calif., and at Ted- 
dington, England. Other properties include a radio sta- 
tion in Hollywood, and miscellaneous music publishing 
and lithographing plants, film developing laboratories, 
and film exchanges and distributing stations at various 
points throughout the United States and in several for- 
eign countries. 

Paralleling the experience of numerous leading 
domestic corporate entities, operating income of Warner 
Bros. plummeted during the dark days of the depression. 
recovering rapidly in the years immediately ensuing. For 
the fiscal year ended August 27, 1932, the deficit after 
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charges reached the huge figure of $14,095,000, equal to 
losses of $136.70 and $3.31 per share, respectively, on the 
preferred and common stocks. Rebound from depression 
was vigorous, and five years later net income of $5,876,- 
000, equal to profits of $56.99 and $1.48 per share on 
the two stock issues, was reported. The exhibit for the 
fiscal year which ended August 28, 1937, was the best 
for the post-depression period which has been reported to 
date. Net income for the year ended August 30, 1941, 
amounted to $5,429,000, or $54.50 and $1.36 per share, 
respectively, on the preferred and common stocks. For 
the 39 weeks ended May 30, 1942, profits equalled $53.92 
on the preferred and $1.37 on the common, compared 
with $44.50 and $1.12 per share, respectively, in the pre- 
vious corresponding period. 

Suspension of dividends was the inevitable result of 
unprofitable operations. Common payments were 
stopped in 1930, and have not since been resumed. Dis- 
bursements on the $3.85 cumulative preferred were dis- 
continued two years later, and were not restored until 
last year, when a full year’s payments were made, fol- 
lowed by distributions of similar amount in 1942. Fol- 
lowing the payment scheduled for Dec. 1, accumulations 
on the preferred total $33.68%4 per share. 

Of particular significance, from the standpoint of the 
equity issues, has been the substantial decrease in corpo- 
rate indebtedness over the past doz- 
en years. From a peak of $107,064,- 
000 on August 31, 1930, the com- 
pany has succeeded in reducing out- 
standing long-term obligations to 
only $52,866,000 as of May 30, 1942. 
It is probable that the annual re- 
port for the fiscal year which ended 
August 31, 1942, will reveal further 
cuts in such indebtedness. This 
record is commendable, in view of 
the fact that three other major mo- 
tion picture concerns were compelled 
to undergo reorganization during the 
depression years, in order to relieve 
unhealthy financial situations. a 

The balance sheet as of May 30, = 
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With restrictions placed on 
use of motor cars, constantly 
lengthening queues like these 
will be seen in front of the 
nation's movie houses during 
the long winter evenings. 


1942, disclosed a satisfactory financial position. In an- 
ticipation of appreciably higher Federal taxes, reserves 
of $7,171,000 were set up, as against only $3,660,000 a 
year earlier. Out of total current assets of $33,705,- 
000, cash holdings were $8,805,000, with inventories, 
including production in progress, being approximately 
$18,000,000. Net current amounted to $13,- 
867,000. 

Motion picture inventories consist to a large extent of 
films in various stages of processing. The basic nitro- 
cellulose, utilized in the manufacture of film, is also a 
prime ingredient in the preparation of gunpowder. Obvi- 
ously, military requirements for this vital commodity 
must be accorded precedence over those for entertain- 
ment purposes. Although stocks of film on hand now are 
believed adequate for operations over the immediate 
future, prolongation of the war will compel progressive 
curtailment of nitrocellulose available for motion picture 
purposes, resulting in measurable reduction in the length 
of each production. It does not appear likely that this 
factor, by itself, will materially affect the quality of the 
individual picture, or exercise any important adverse 
effect on box-office receipts. From the point of view 
of operating economies, the limit of $5,000 per pic- 
ture for material to be used on the set, and the 
freezing of prices of materials (Please turn to page 99) 
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Long-Time Record 


—_————Price Range——__—- 


—Dividend— —Preferred— —Common— 


d$0.77. ws. eee Hs 8%, 2% 
6.54 OF 3c oc 14% 10% 2% 
30.82 0.83... a 44 18% S(O 
56.99 ES ee oe 33Ci«18 4% 
18.72 Oe siie> S508 20 8 3% 
16.98 0.36 2... . 58 36 3% 
27.58 0.63 «.. |) 2 
54.50 136 #385 ~~. 7 53 2% 


*53.93 *1.37 3.85 wares #803, #65 #4, 
Note—Fiscal year ended about Aug. 30. * 


39 wks. ended May 30th. 4—To date. 








Six Stocks Outstripping The Market 


PULLMAN, INC. 
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BUSINESS: This concern functions as a holding company, owning prac- 
tically all of the stock of Pullman Co., which operates sleeping cars and 
other “de luxe’ equipment, of which over 7,000 were owned at the 
end of 1941. Pullman-Standard Car Mfg. Co., which is fully owned, 
is the world's largest builder of railway cars. Output also includes 
trolley cars and trolley buses. In addition to increasing utilization of 
facilities for movement of troops, there has developed a large demand 
for sleeper accommodations, consequent upon increasing public travel, 
much of which is a sequel to the curtailed use of automobiles. More- 
over, the manufacturing division holds large contracts for production 
of tanks, mortars, airplane wing assemblies and other types of war 
equipment. Freight car production has been considerably curtailed 
because of priority factors. 


FINANCIAL PCSITION: Company traditionally enjoys a strong cur- 
rent position. Latest consolidated balance sheet, that as of June 30, 
1942, disclosed current assets of $119,000,000, including cash of 
$51,829,000, as against total current liabilities of only $33,073,000. 
The company had no funded nor short-term debt, and the sole capital 
issue was 3,302,897 shares of capital stock. Annual dividends of this 
company and its predecessors have been paid since 1867. 


OUTLOOK: Manufacturing and transportation facilities will continue 
to be utilized at capacity levels for the duration. Indications are that 
manufacturing volume for 1942 will be approximately twice that of 
last year, with revenues from sleeping car division running about 
50% over those of 1941. It is unlikely that profits will maintain the 
gains established in the first half of 1942—$2.84 per share, as against 
$1.72 per share in the first six months of last year. Nevertheless, 
despite higher taxes, net for the full year will probably exceed by a 
good margin, the $3.31 per share reported for 1941. The regular 
25-cent quarterly dividend rate, plus occasional small extras, will prob- 
ably be continued. 


MARKET ACTION: 


*40 high to ‘41 low 
‘41 low to '41 high... : 
‘41 high to '42 low... ... 26% decline 27% decline 47% narrower 
"42 low to ‘42 high......... 31% advance 28% advance 11% wider 

Average volatility on four moves: 28% less on declines, and 6% ess on advances 
than M. W.S. index. Market improvement since mid-year has exceeded that of the in- 
dustrial stock averages. 


COMMENT: Recent price—27. Increasing air-way and highway com- 
petition detract somewhat from long-term post-war prospects. 


Market 
Average 
23% decline 
23% advance 


Pullman's moves in 

relation to average 
52% narrower 
22% narrower 


Pullman, 


ne. 
11% decline 
18% advance 


Long-Term Record 
Gross Net 


Revenues Income 


(millions) (millions) 
NA 9 


Net Per Divi- 
Share dends 
$0. $3.00 
d .274 J 2.62% 
6.347 .66 1.50 
12.276 2.75 
2.296 F 1.371% 
4.009 { 1.00 
: f 7.484 1.50 
a 10.919 2.50 
1942 (1st half).. 9.377 *1.50 
1941 (1st half)... NA 5.681 : ee 
NA—Not available. d—Deficit. *—To date. 
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| particularly in the aircraft division, where demand for original and 


| as was the case in the first half of this year. 
| ended June 30, 1942, were more than 40% above those for the same 
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THOMPSON PRODUCTS, INC. 
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BUSINESS: This company and subsidiaries manufacture alloy steel 
valves for airplane, gasoline and other engines, as well as valve seat 
inserts, bolts and other automobile parts. Company also engages in 
purchase and re-sale of automotive equipment. As a consequence of 
heavy war demand for aircraft and other parts, facilities have been 
expanded and sales for 1942 may double those of last year. A new 
Government-owned aircraft parts plant is being managed by a sub- 
sidiary on a management-fee basis. With minor exceptions, all opera- 
tions are being devoted to some phase of the war effort. 


FINANCIAL POSITION: Long-term notes payable, which amounted 
to $4,050,000 as of June 30, 1941, had been cut to $3,600,000 a year 
later. Current notes payable to banks amounted to $766,000 on June 
30, last, as against $1,200,000 at the end of 1941. Receipts from 
management of the Government-owned aircraft parts plant are being 
used to reduce long-term debt to the RFC. Working capital posi- 
tion at the end of the half-year was adequate, with cash of $1,823,000, 
out of total current assets of $16,622,000, comparing with current 
liabilities of $7,907,000. Inventory position was strong. 


For the duration, a high level of operations is assured, 


replacement equipment will remain particularly heavy. Revenues 
should continue to expand, but taxes will probably retard profit progress, 
Sales for the six months 


months of 1941, yet net income, after substantially enlarged Federal 
tax allowances, fell to $2.56 per common share from $2.89 in the com- 
parable 1941 months. Restoration of peace-time conditions should 
witness revivification of large demand from normal automotive sources, 


| accompanied by well-maintained sales in the aircraft parts division. The 


prevailing 25-cent quarterly dividend basis will probably be continued. 


MARKET ACTION: Market 


Thompson's moves 
Average 
‘40 high to '41 low......... 


in relation to er. 
4% wider 


Thompson 
reducts, Inc. 
24% decline 
14% advance 
‘41 high to '42 low 38% decline 27% decline 41% wider 
‘42 low to '42 high 40% advance 28% advance 43% wider 

Average volatility on four moves: 23% greater on declines, and 2% greater on advances, 
than M. W. S. index. However, rise in recent months has far surpassed that of the In- 
dustrial stock averages. 


COMMENT: Recent price—26. Strong trade position should assure 
normal participation in post-war automotive and aviation parts sales 
volume. 


23% decline 


23% advance 39% narrower 


Long-Term Record 
Net Net 


Sales Income 
(millions) (millions) 
$6.329 $.38 


Net Per Divi- 


dends 


34 -24% 
*271/9-1358 
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Six Stocks Outstripping The Market 


TWENTIETH CENTURY-FOX FILM CORP. 
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BUSINESS: Chief operations of this motion picture organization are 
centered in the producing and distributing divisions, although through 
affiliates, the company holds important motion picture interests in 
this country and in Great Britain. Distribution in the United States 
is effected mainly through ownership of 42% of the stock of National 
Theatres Corp., which controls about 400 theatres, mostly in the west- 
ern part of this country. Normally, about one-third of total revenues 
is derived from foreign sources. 


FINANCIAL POSITION: Latest balance sheet (company only), that 
as of Dec. 27, 1941, revealed an unusually strong financial condition, 
with cash holdings of $6,586,000 (not including "blocked" funds in 
Great Britain) being approximately equal to current liabilities. Net 
working capital amounted to $22,577,000. The company had no 
funded or floating debt, and the only capital liability preceding the 
1,741,996 shares of common were 916,264 shares of $1.50 no-par pre- 
ferred. Foreign cash assets at the end of 1941 were approximately 
$6,800,000. An agreement has been concluded by movie concerns 
with the British Government for the release of "blocked" sterling ba- 
lances of the American companies before the end of October. 


OUTLOOK: With automobile travel curtailed, public is turning to the 
theatre in larger numbers for recreation. Favorable acceptance ac- 
corded recent releases has also been helpful from a revenue standpoint. 
Revenues for the first half of 1942 were about 30% over those for the 
1941 comparable period, and continuing large gains are anticipated 
over coming months. Higher costs and taxes will shade the rate of 
earnings improvement, but net income for the full year should sub- 
stantially exceed that of 1941, inasmuch as the company has entered 
the period of greatest revenues. Company is in excellent position to 
distribute more liberal payments on its common shares, but action in 
this connection may be deferred until enactment of the pending tax bill, 
and until the extent of reserves necessary against foreign assets is 
determined. 
MARKET ACTION: 20th-Cty. Market 20th-Cty’s move in 
Fox Film Average relation to average 
cline 23% decline 357% narrower 
lvance 23% advance 26% wider 
vance 27% decline 
m advance 28% advance 132% wider 
Average volatility on two advances: 79% greater than the M. W. S. index. Since 
July, market advance has substantially exceeds that of the industrial average. 


COMMENT: Recent price—I4. Earnings outlook good. Release of 
"blocked" funds by England should further strengthen financial status. 





Long-Term Record 


Operating Net ~~ 
Revenues Income Net Per Divi- 
(millions) (millions) Share dends 
9. $3.090 $0.8 yeas 
i $2.00 
2.50 
2.00 
1.00 
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55.786 

-» 417.320 

1 46.494 
1942 (1st half)... . 


.067 
1941 (1st half).... 21.652 
d—Deficit. *—To date. 
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BUSINESS: This company is the world's largest distributor and manu- 
facturer of plywood.. Mills, sales and distributing units are located in 
various parts of the country. Douglas fir plywood, which represents 
the majority of output, is used for numerous purposes, including build- 
ing construction, packing cases, automobile floor boards, etc. Among 
new developments may be mentioned the Vidal process for manufacture 
of moulded plastic products used in airplanes, boats and marine struc- 
tures; also "Flexglass,"" a decorative glass in flexible form. Company 
owns a 9-acre site and modern plywood plant in Seattle, Wash., and 
subsidiaries have other mills at Algoma, Wis., Birchwood, Wis., and 
Orangeburg, S. C. In 1940, the company leased a large plant in New 
Rochelle, N. Y. Branch offices and warehouses are located in im- 
portant cities throughout the United States. 


FINANCIAL POSITION: Statement for the fiscal year ended April 
30, 1942, showed a satisfactory financial condition. Current assets of 
$4,515,000, including cash of $732,000, compared with current liabilities 
of $2,263,000. The company had no long-term floating or funded debt. 
The only capital obligation preceding the. 249,892 shares of common, 
consisted of 20,226 shares of $1.50 cumulative preferred. Earned sur- 
plus rose from $1,197,000 to $1,860,000 during the fiscal year. 


OUTLOOK: In reflection of the company's auspicious sales outlook, a 
large warehouse property in Boston and another in North Carolina 
were purchased during the fiscal year, while facilities at Rochester, 
N. Y. where enlarged. Orders in connection with the war effort are 
believed to be extensive, although few details have been made available 
in this connection. The shortage of metals has also stimulated demand 
for various of the company's products as substitutes for structural 
utilization. Operations, therefore, are expected to continue at high 
levels throughout the war. On the other hand, price ceilings, as well 
as higher taxes, will probably check profit progress, and net income 
for the current fiscal year is expected to fall below the $3.85 per share 
of common reported for the twelve months ended with last April. New 
products developed by the company are expected to contribute toward 
maintenance and extension of sales in the post-war period. 


MARKET ACTION: U.S Market U. S. Plywood’s 


Plywood Average 

'A0 high to '41'low 25% decline 23% decline 

‘41 low to '41 high 28% advance 23% advance y 

‘41 high to '42 low 16% decline 27% decline 41% narrower 

42 low to '42 high 33% advance 28% advance , _ 18% wider 
Average volatility on four moves: 16% less on declines; 20% greater on advances, 

than M. W. S. index. In recent weeks, market advances have continued well ahead of the 

industrial stock average rise. 


COMMENT: Recent price—28. Long-term trade outlook good. Con- 
tinuation of current $1.20 dividend basis for common is anticipated. 


Long-Term Record 


Net Net 

Income Net Per Divi- 

(millions) Share 
$.206 $0. 


Sales 
(millions) ends 
$3.976 14 $0.121% 


.2 
13.659 A 
#—Fiscal year ended April 30. *—To date. 
NOTE—Company incorporated in May, 1937. 
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UNITED STATES RUBBER CO. 


WESTERN UNION TELEGRAPH CO. 
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BUSINESS: This company, which is the world's largest fabricator of 
rubber products, normally derives about 50% of revenues from sales 
of tires and tubes, with footwear and clothing supplying about 25% 
and mechanical goods the remainder. The company is engaged in 
turning out a wide variety of war materials which range from parts 
for guns and airplanes to the newest development, a one-man para- 
chute boat, the latter with full equipment weighing but 12 pounds. 
Capacity of the new synthetic rubber plant will be increased beyond 
earlier planned volume. Company is experimenting on potential 
domestic sources of supply to offset loss of Far Eastern properties by 
Japanese occupation. A field laboratory has been established at Yuma, 
Ariz., for the culture of rubber-yielding plants. 


FINANCIAL POSITION: Mid-year financial report showed a drop of 
about $2,500,000 in funded debt from that at the end of 1941, but 
Government advances carried as a current liability rose to $19,650,000 
from $3,700,000 in comparable periods. A partial offset was provided 
by cash holdings of $34,473,000, which included Federal advances of 
$12,473,000. Werking capital of $85,800,000 was $2,500,000 below 
that of Dec. 31, 1941. Inventories of $73,000,000 appear adequate 
for near-term requirements. 


OUTLOOK: Continued high operating levels are assured as a result 
of the substantial orders for various types of military equipment. Loss 
in automotive business was principally responsible for the poor first- 
half exhibit, while large reserves from earnings for the first half of the 
year for losses on Far Eastern plantations also affected results. Large 
excess profits tax allowances will continue to influence net results, and 
dividends on the non-cumulative preferred may be deferred until en- 
actment of the pending tax bill. No payments on the common appear 
in early prospect. Revival of automotive and other consumer demand 
after the war is constructive from a long-term operating standpoint. 
Development of synthetic rubber for normal use is also seen as an aid 
to operating economies in the post-war era. 


MARKET ACTION: Market 


verage 
*40 high to '41 low. . ; 23% decline 
41 low to '41 high..... 23% advance : 
‘41 high to ‘42 low......... 27% decline 52% wider 
*42 low to '42 ae. < ... 65% 8% ad 132% wider 
Average volatility on four moves: 4% greater on declines; 66% greater on advances. 
Rate of rise since July, 1942, has been several times that of industrial averages. 


COMMENT: Recent price—23. Prospect of restricted earnings fill 
limit dividends. Post-war outlook encouraging. 
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Long-Term Record 
Net 


Income 


Net Per Divi- 
dends 


$2.00 


-. 150.678 
*—To date. 
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| favorable long term implications from a competitive standpoint. 
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BUSINESS: This organization is the world's leading factor in the tele- 
graph and cable business. The telegraph system is nation-wide in 
scope, covering virtually every community of any size in this country, 
and accounting for over 80% of the nation's telegraph service. The 
company also transmits market quotations throughout the country. Of 
total revenues, the telegraph division contributes about 80%; cables, 
7%: stock and commercial news transmission, 5%; and the remainder 
is provided by miscellaneous services. The company has also estab- 
lished a 25,000-mile nationwide wire system for the Civil Aeronautics 
Administration which has been leased to the Government agency. 


FINANCIAL POSITION: Latest balance sheet, that as of Dec. 31, 
1941, disclosed a satisfactory position, with total current assets of 
$33,030,000, including cash of $11,090,000, comparing with total cur- 
rent liabilities of $17,944,000. Funded debt at the end of last year 
totaled $80,471,000. Nearest important maturity is a $16,000,000 issue 
due in 1950. The sole equity issue is the one-class stock consisting of 
1,045,277 shares of $100 par value. Operating revenues for the eight 
months ended August 31, 1942, were 13% above those for the cor- 
responding period of 1941. Net income for the period was equal to 
$5.00 per share of capital stock, compared with $4.54 per share during 
the first eight months of 1941. 


OUTLOOK: Of conspicuous interest is the proposed merger of this 
company with the Postal Telegraph Co. Legislation to permit this 
combination has been approved by the Senate, and hearings have been 
also held by the appropriate House committee. Passage of the bill 
is urged by Federal communications and military authorities, but the 
merger is opposed by certain labor organization representatives. 
Meanwhile, operating revenues continue to rise, aided by the stimula- 
tion of war-time activity. Indications are that earnings gains will be 
fairly well maintained, notwithstanding the impact of increasing costs 
and taxes. Dividends are being paid at the rate of 50 cents quarterly, 
and no change in this rate is foreseen for the early future. 
MARKET ACTION: Ww. Uz. Market Western Union's 
Tel. Co. Average moves in rel. to av. 
‘40 high to '41 low 13% decline 23% decline 44% narrower 
‘41 low to '41 high 46% advance 23% advance 100% wider 
‘41 high to '42 low 14% decline 27% decline 487% narrower 
*A2 low to '42 high 2%, advance 28% advance 21% narrower 
Averaze volatility on four moves: 46% less on declines; 40% greater on advances. 
Recovery since early summer has been well in excess of that of the average of industrial 
issues. 


Projected merger with Postal has 


Long-Term Record 


Gross Net 
I I Net Per 
(millions) Share 

$2.243 $2.15 

5.03 

6.89 

3.18 
d1, 





(millions) 
. $87.230 


99.704 

114.084 

73.008 

1941 (7 mos. July) _ 64.276 
d—Deficit. *—To date. 
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INDUSTRY—Final tax law easier on corporations than original House 
bill. Nine-months' dividends off only 8.8%. 
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; TRADE—Retail store sales in first half of 1943 expected to average 
“ : 12% below this year. 
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— use. As a result of this shrinkage it is predicted that the volume of 

rs goods and services for civilian use will be 15% less than in the like 
_ period of the current year and 21% below the first half of 1941. 


TOTAL INVESTMENTS * * * 











Measured in current dollars, sales of all retail stores during the 
first half of 1943 are expected to be 12% lower than in the like 
period of the current year. Apparel stores are expected to suffer an 
a_i average decline of 29%; general merchandise, 21°%,; department 

stores, 26%; dry goods, 20%; variety stores, 14°; and jewelry, 

COMMERCIAL LOANS 33%. Little change will be noticed by drug stores and liquor stores. 

Business done by the various service industries is likely to rise. Sales 

by food stores should increase about 3%, with eating and drinking 

places enjoying a jump of 26%. Biggest slump will be in durable 

toes acini goods with building material and hardware down 43%; housefurnish- 
FEOERAL RESERVE MEMBER BANKS ings, 33%; and automotive stores, 25%. 
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Business and Industry 





Date 


Latest 
Month 


Previous 
Month 


Last 
Year 


PRESENT POSITION AND OUTLOOK 





x 





INDUSTRIAL PRODUCTION(a) 


Sept. 


185 


183 


161 





INDEX OF PRODUCTION AND 
TRADE (b) 
Production 
Durable Goods 
Non-durable Goods 
Primary Distribution 
Distribution to Consumers 
Miscellaneous Services 


Aug. 


120 
128 
146 
113 
133 

94 
126 


118 
126 
143 
112 
134 

89 
124 


116 
116 
124 
110 
119 
115 
105 





WHOLESALE PRICES (h) 


99.8 


99.4 


91.6 





COST OF LIVING (d) 
All items 


Housing 

Clothing 

Fuel and Light 

Sundries 

Purchasing Value of Dollar...... 


98.6 
102.8 
90.8 
88.4 
90.5 
104.7 
101.4 


98.1 
101.1 
90.8 
88.2 
90.4 
105.0 
101.9 


90.8 
89.4 
88.9 
16.9 
89.4 
99.8 
110.1 





NATIONAL INCOME (cm){... 


$9,269 


9,435 


7,518 





CASH FARM INCOME}; 
Farm Marketing 
Including Gov't Payments 
Prices Received by Farmers (ee).. 
Prices Paid by Farmers (ee) 
Ratio Prices Received to Prices 


Paid (ee) 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable Goods 


$1,219 
$1,125 
160 


1,070 
1,030 
161 
152 


107 


889 
798 
136 
138 


102 





160.9 
124.4 


138.7 
127.9 





FACTORY PAYROLLS (f) 





RETAIL TRADE 
Retail Store Sales $f 
Durable Goods (a)............. 
Non-durable Goods (a) 
Chain Store Sales (g) 
Retail Prices (s) as of 








204.3 


158.1 





4,428 
104.6 
159.7 

182 
113.1 


4,718 
139.9 
150.6 
148 
99.6 





FOREIGN TRADE 
Merchandise Exportst 
Cumulative year's total to 
Merchandise Importst 
Cumulative year's total} to 





RAILROAD EARNINGS 
Total Operating Revenues * 
Total Operating Expenditures*. . 


Net Rwy. Operating Income*... 
Operating Ratio % 





STEEL 


Ingot Production in tons*®.......| 


Year's Total Production* to 
Shipments, U. S. Steel in tons*. . 


$683,806 
399,292 
132,893 
135,264 
58.39 


7,067 
64,019 


1,703 


665,181 
390,476 
125,838 
133,001 

58.70 








GENERAL 
Paperboard, new orders (st) 
Lumber Productiont (bd. ft.)...... 
Cigaret Production 
Bituminous Coal Production * (tons). 
Portland Cement Shipments * (bbis.). 
Commercial Failures (c) 





423,399 
2,902 
20,940 
48,760 
21,282 
698 


393,968 
2,967 
20,875 
47,160 
20,501 
764 


$355 
2,398 
264 
1,776 


493,674 
313,843 
56,756 
111,411 
63.57 


6,811 
61,489 
1,664 


565,853 
3,124 
17,777 
47,505 
17,825 
954 





(Continued from page 87) 


The drop in living standards for families with 
fixed incomes will be even more severe than the 
above averages indicate if, as seems probable, 
the cost of living (up 8.6% in the past twelve 
months) continues to advance. While it is true 
that living costs have risen only 17% since the 
outbreak of war in August, 1939, compared with a 
27% jump in the first three years of World War 
I (and, paradoxically, the stock market is off 22% 
in contrast with a 62% advance in the first three 
years of the first world war), the amount of Gov- 
ernment deficit financed through the banks is in- 
comparably greater in the present crisis, while 
factory weekly wages are up 57%, against only 
29% then. Thus far the rise in a limited list of 


commodities and services has been slowed by ceil- | 


ings; but these will be pierced by irresistible 
forces of inflation unless drastic measures are 
taken to slash the volume of financing through 


the banks, to curb the advance in farm prices, | 
to obtain more cooperation from the W P B, and | 
to effect an orderly solution of the manpower | 


problem. 


As to the latter, it ought to be possible with our | 


population of 135,000,000 to raise an army of 


7,500,000 and a naval force of 1,500,000 by the | 
end of 1943 (our recently announced goal) and | 


to recruit the industrial army to support an armed 
force of such limited size without undue disruption 
of our national economy. In proportion to popu- 


lation, other nations seem to be doing a bigger | 
job successfully; but we are new at this business | 
of war, and allowance must also be made for the | 


circumstance that these other nations are on the 
receiving end of lease-lend or equivalent benefits 
whereas we on the producing end have a corre- 
spondingly greater need for manpower. We got 
off to a bad start by taking into the armed force 
men who are better suited for essential industrial 


work behind the lines and by leaving in industry | 


others who are most needed in the armed forces. 
Now that the error is recognized every effort 
should be made to solve the diffioult problem of 
redistribution without resort to compulsory man- 
power mobilization. 
the Selective Service and the present War Man- 
power Commission under a single Director, with 
authority to allocate all available manpower prop- 
erly, is designed to bring order out of the pres- 
ent chaos and should be enacted. 


*-_ * * 


Federal budget for the 1943 fiscal year has | 
been lifted to $85 billion—$22 billion above the 


President's January estimate; but non-war expen- 


ditures will constitute less than 5% of the total, | 


having been trimmed nearly $1 billion below the 


previous year's sum of $5.1 billion. But only $22 | 


billion of the $85 billion will be raised through 


taxes, lifting the year's estimated deficit to $63 


billion. 
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Senator's Taft's bill to put | 





No. ¢ 
Issues 
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WEEKLY INDICATORS 








Year 
Ago 


Previous 


Week 


Latest 


Week PRESENT POSITION AND OUTLOOK 








M. W. S. INDEX OF BUSINESS 
ACTIVITY 1923-25—100 


ELECTRIC POWER OUTPUT 
K. W. H.t 3,717 


117.6 119.5 116.0 


A large slice of this increase in deficit spend- 
ing will turn up as added corporate profits and 
farm income. Net income of farm operators for 
the current year is estimated by the B A E at 
$9,785 million—45% over 1941, more than double 
the 1935-9 average, and $1 billion above the 
World War | peak in 1919. Dividends declared 
by 591 Corporations with shares listed on the New 
York Stock Exchange totaled $1,341 million during 
the past nine months, a reduction of only 8.8% 
below the like period last year. Excluding the 
aviation and automotive industries, where divi- 
dends had to be slashed an average of 39% to 
conserve working capital, the reduction would 
have been less than 4%. Dividend increases rang- 
ing from 2% to 29% were reported by the elec- 
trical equipment, farm machinery, leather, paper, 
railroad, shipbuilding and foreign groups. 

96.5 ar 





3,702 3,313 





TRANSPORTATION 
Carloadings, total 909,957 
50,997 
167,109 
49,541 
433,707 


92,159 


909,607 
50,557 
169,075 
49,537 
432,014 
91,842 


903,877 
36,553 
171,699 
44,832 
392,599 
160,718 


Forest Products 
Manufacturing & Miscellaneous... . 


L. C. L. Mdse 


STEEL PRICES 

Pig Iron $ per ton (m) 
Scrap $ per ton (m) 
Finished ¢ per Ib. (m) 


STEEL OPERATIONS 
% of Capacity week ended (m).... 


PETROLEUM 

Average Daily Production bbls. *. . 
Crude Runs to Stills Avge. bbls. *.. 
Total Gasoline Stocks bbls. * 

Fuel Oil Stocks bbls. * 
Crude—Mid-Cont. $ per bbl 
Crude—Pennsylvania $ per bbl.... 
Gasoline—Refinery $ per gal 


ENGINEERING CONSTRUC- 
TION 
Volume* (en) 








23.61 
Tt 
2.305 


23.61 
1247 
2.305 


23.61 
19.17 
2.305 





100.0 99.5 





The war tax bill, as finally passed by Congress, 
is much more severe on individuals (notably on 
fixed incomes) than the House bill; but easier on 
corporations—particularly the rails and utilities. 


3,856 
3,766 
79,731 
78,681 
1.17 
2.55 

0.092 


3,684 
3,879 
80,361 
79,036 
t07 
2:55 
0.117 


4,070 
4,092 
80,432 
94,533 
1.17 
9.23 
0.85 | 

| 


* * *# 





Reserve banks are lowering the discount rate 
to 1%, from 1%, to facilitate bank borrowing as 
an alternative to open market operations or 
further cuts in reserve requirements. 








Oct. 15 $157,526 139,855 42,944 | 








t—Millions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. Y. 100%—estimated 
long term trend. (c)}—Dun & Bradstreet. (cm)—Dept. of Commerce estimates of income paid out. (d)—Nat. Ind. Conf. Bd. 1923—100. 
(e}—Dept. of Agric., 1924-29—100. (ee)—Dept. of Agric., 1909-14—100. (en)—Engineering News-Record. (f)—1923-25—100. 
(h)—U. S. B. L. S. 1926—100. (j)—Adjusted—1929-31—100. (m)—lron Age. (n}—1926—100. (n. i. ¢. b.}—Nat. Ind. Conf. Bd. 
1935-39—100. (p)—Polk estimates. (pc)—Per Cent of capacity. (pl)—Preliminary. (s)—Fairchild Index, Dec., 1930—100. (st)—Short 
tons. 
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1942 Indexes 





1942 Indexes 
Oct. 24 


52.86A 
42.15A 


Low Oct. 17 
43.20 51.89 
31.66 41.24 


High 
52.86 
42.75 


(Nov. 14, 1936, Cl—100) 
100 HIGH PRICED STOCKS... 
100 LOW PRICED STOCKS.... 


No. of 
Issues (1925 Close—100) 
270 COMBINED AVERAGE. . 





Oct. 24 
53.7A 


Low Oct. 17 
41.4 52.4 


High 
$3.7 








189.6 
81.4 
57.4 
42.8 


193.4 
81.2 
56.0 
34.9 

117.7 

9.4 
719.7 
20.4A 
10.4 
35.0 
106 

2.3A 

100.3 
61.5 
31.1 

180.3 
49.6 
33.7 
14.7 
50.3 


432.3 
6719 
452 
29.5 

100.0 

8.8 
59.8 
13.7 

5.9 
28.6 

7.6 

1.3 
84.2 
53.1 
26.5 

T3E-S 
30.6 
24.4 

7.9 


194.3 
83.8 


91.8A 
166.4 
332.2B 
40.5C 
83.5 85.1A 
10.4 10.7 
T4A 7.4 
116.7 119.8C 
59.6 59.8 
152.6 154.0 
20.7 20.6 
163.9 171.6A 
69.0 71.9 
29-2 29:3 
15. 15.2 
45.8  48.0B 
139.4 138.4 
75.0 76.6 
Je. 8©§6 361 


89.7 
158.5 
308.8 

39.8 


3 Liquor (1932 Cl.—100).... 
8 Machinery 

2 Mail Order 

4 Meat Packing 

9 Metals, non-Ferrous........ 


91.8 
172.6 
332.2 

40.5 

85.1 

10.7 

7.4 
119.8 


Tact 
123.8 
178.4 

27.0 

70.4 

LAL 
5.0 

81.7 

38.2 
126.3 

16.4 
138.4 

58.6 

25-5 

12.4 

EUG. 

99.5 

60.6 

32.2 


3 Agricultural Implements. . . . 
9 Aircraft (1927 Cl.—100)... 
4 Air Lines (1934 Cl.—100).. 
5 Amusements 
13 Automobile Accessories. . . 
13 Automobiles 
3 Baking (1926 Cl.—100).... 
3 Business Machines 
2 Bus Lines (1926 Cl_—100).. 
6 Chemicals 
14 Construction 
5 Containers 
8 Copper & Brass 
2 Dairy Products 
6 Department Stores 
6 Drugs & Toilet Articles..... 
2 Finance Companies......... 
7 Food Brands 
2 Food Stores 


21 Petroleum 

16 Public Utilities 
3 Radio (1927 Cl.—100) 
7 Railroad Equipment 

16 Railroads 


2 Shipbuilding 
12 Steel & lron 


182.8A 
54.9D 
34.2 
15.2 
51.8 


3 Telephone & Telegraph 
2 Textiles 
3 Tires & Rubber 


4 Furniture 
2 Gold Mining 


6 Investment Trusts 


23.7 
315.4 
13.8 


31.4 
373.1 
19.9 


414.8 


31.9A 








20.0B 


4 Tobacco 
2 Variety Stores 


19 Unclassified (1941 Cl—100) 125.6 


40.7 
147.7 
90.8 


175.2 
122.4 


174.2 
125.6A 





New HIGHS since: 





A—1941; B—1940; C—1939; D—1938. 
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Trend of Commodities 


Uncertainties regarding the final application of the Anti- 
Inflation Act have produced irregularity in price trends and 
volume trading in all commodity markets, unaffected by 
price ceilings. The outlook continues to remain obscure. 
Efforts in the Senate to bar inclusion of benefit payments in 
arriving at parity and authorization of the CCC to pur- 
chase wheat grading two or better at the loan rate has 
firmed wheat, and aided other cereals. Fear of increased 
movement of corn to market has served to dampen buyer's 
enthusiasm, weakening the current price level of this com- 


ose Cotton prices have followed in the past week an 
irregular pattern. Some mill buying has served to offset mod- 
erate hedge pressure. Cotton spinning spindles operating at 
134.9 per cent of capacity has been a favorable factor. 
Heavy demand for butter and eggs continues. Both are 
being bid for at ceiling prices, with sellers reserved as to 
volume commitments. In the metal markets price revisions 
on the up-side appear to be in the making as supplies shrink 
and production declines. Commodity trends as a whole 
remain unpredictable. 








u U T 
WHOLESALE COMMODITY PRICES 





120 






































FINISHED PRODUCTS 
USBL INDEX 









































RAW MATERIAL PRICES 
MWS INDEX 





























U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1929, equal 100 


Oct. 9 
169.6 
162.9 
174.0 


28 Basic Commodities 
import Commodities 
Domestic Commodities 


Domestic Agricultural 
Foodstuffs .. 
Raw Industrial 





Commodity Briefs 








Sugar. Pending the recent announcement of the nation's su- 
gar allotments for November and D ber as d by 
the O. P. A., business in sugar trade circles has been held a 
minimum. The basic rations for civilians will be unchanged at 
Ya pound per week, with the number 9 rationing stamp covering 
a six week's period (November | to December 15), the stamp 
carrying @ value of 3 pounds. Industrial users will be allotted 
70 per cent of the amount of sugar used in the same period a 
year ago. One reason given for a lowering of allotments to in- 
dustrial users is to build up a reserve stockpile of sugar for basic 
rations next year. 

Cotton. The indicated world supply of American cotton in 
1942-43 is about 24.9 million bales, 1.5 million more than last 
season. Production is currently estimated at about 13.8 million 
bales and world carry-over at almost 11.1 million bales, the fifth 
consecutive year above 10 million. Government stocks are now 
the lowest since 1937, but free carry-over the largest since 1933. 
Cotton farmers are now receiving the highest price in many 
years for the crop they are now harvesting. The September 
farm price of 18.59 cents was the highest for any September 
since 1927. 

Tobacco. Prices for most of the 1942 tobacco types will be 
above the comparative high levels of 1941. The indicated pro- 








duction of all tobacco this year is 1.3 billion pounds or 9 per 
cent more than in 1941. Cigarette manufacturing continues to 
show sharp rises, due to rising consumer income and increased 
number of men in the armed forces. The manufacture of smok- 
ing tobacco has declined, but that of snuff and chewing tobacco 
has increased. 

Wheat. Latest Department of Agriculture reports indicate 
wheat loans still remain below the level established on corre- 
sponding dates last year, but by a slight margin. As of October 
3 the C C C had completed 309,239 loans on 197,467,156 
bushels of 1942 wheat, in the amount of $225,313,718. The aver- 
age amount advanced was $1.14 per bushel. On the same date 
in 1941, 384,824 loans had been completed on 239,496,510 
bushels. 

Copper. In spite of heavily increased domestic production 
and imports, copper requirements of the nation cannot at present 
be fully met according to a W P B report, because of the heavy 
demands for arms and ammunition. Estimated national require- 
ments for 1942 are over 8 per cent in excess of the maximum 
present visible supply. Current copper supply, in excess of 
200,000 tons per month, is the largest in the country's history. 
Domestic mine and smelter production is larger than ever before, 
and imports exceed any previous year. 
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Inquiries 





The Personal Service Department of THe MaGazine or Watt Srreet will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 


dollars in value to you. 


1. Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4, If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Carrier Corp. 


In 1940, on the advice of my broker, I 
bought 300 shares of Carrier Corp. common 
at 14 for longer term capital growth. I have 
been disappointed for the past two years, but 
am gratified to note the encouraging reports 
now appearing in the newspapers. What are 
your analysts’ interpretations of them? Is the 
company in a position to be strengthened to 
such an extent from war business that it will 
fulfill the promise I have long expected from 
it? How do recent changes in the convertible 
debentures relate to my common? Shall I 
average now or simply hold on?—E. A. S., 
Seattle, Wash. 


July, 1942, turned out to be the 
banner month for the Carrier Corp. 
in respect to orders booked by this 
air-conditioning organization. The 
volume of new business booked was 
$5,312,000, all war business. This 
raised unfilled orders on hand to the 
unprecedented total of $23,593,000, 
or 47% more than a year ago. “Car- 
rier’s current earnings cannot be cal- 
culated with assurance” runs the re- 
port. This caution is due to the re- 
negotiation of contract clause, cur- 
rently disturbing investors. It does 
not infer, however, that contracts 
giving a reasonable margin of profit 
will be reduced, but only those where 
gains by the parties involved have 
been excessive according to the 
amount of capital involved. 

Carrier’s war business is currently 
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producing substantial earnings, giv- 
ing hope to stockholders that some 
payment may be received this year. 
Despite larger taxes this year it is 
expected that net will be better 
than last year’s (10 months) fig- 
ures of $1.32 per share. Im- 
proved earnings are also proving 
a boon to the capital structure which 
was so burdensome that stockhold- 
ers were asked to modify the sinking 
fund requirements on the 10-year 
414% convertible debentures, out- 
standing in the amount of approxi- 
mately $2,000,000. Holders of these 
bonds sanctioned the change which 
permits the company to set aside a 
sinking fund of 20% of net after pay- 
ment of taxes rather than before. 
This made available considerable 
working capital. 

It should be remembered that this 
organization is very largely an engi- 
neering contract firm. It is con- 
stantly engaged in new and experi- 
mental fields. One contract took 
them to South African mines to con- 
dition air at great depth under the 


earth’s surface. Another effort has 
been in the control of blast furnaces 
at great heights of temperature. This 
has brought with it a cost, that for 
purely commercial purposes, can 
only be regarded as excessive. From 
the progress side of the picture, how- 
ever may eventually come very great 
profits as the management from a 
technical engineering standpoint 
rates very high. The recent changes 
in the convertible debentures give 
to assented bondholders 5 shares of 
Carrier common stock and $10 in 
cash for each debenture. This will 
create 10,000 additional common, 
bringing total outstanding to 342,- 
000 shares. The equity holders are 
not otherwise affected, since bond 
sinking fund and taxes must be paid 
before returns to the common no 
matter whether sinking fund deduc- 
tions precede taxes or vice versa. We 
believe this security to represent a 
speculation for a long pull having 
great possibilities, but requirmg con- 
siderable patience. 


U. S. Pipe & Foundry Co. 


As a stock to hold for the duration with 
an eye to peace, how do you rate U. S. Pipe 
& Foundry common? I have 200 shares pur- 
chased at 53 and hope the stock will soon 
advance at least to my purchase price. The 
low this year was slightly better than that of 
1940 and 1941 so I hope for the best. Are 
army and defense operations due to expand 
so they will counterbalance the drop in civil- 
ian business? What about the reduced alloca- 
tions of pig iron? I would appreciate your 
answers and advice on whether to retain 
shares or switch—D. W. W., Tulsa, Okla. 


U. S. Pipe & Foundry Co., manu- 
facturers principally of cast iron pipe 
and special castings. also does a job 
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foundry business, manufactures ma- 
chinery for sugar and chemical 
plants. A review of the current posi- 
tion of United States Pipe & Foundry 
Co. entails a short resumé of its peace 
business. Gross sales of $814 mil- 
lions in 1934 expanded to $23,636,- 
395 in 1941 in a steady upward trend, 
broken only very slightly by 1937 
and 1938. Earnings for the four pre- 
vious peace years 1938 to 742, inclu- 
sive, totaled $13.28 resulting in divi- 
dends totaling $9.50. It is interesting 
to observe here that 70 per cent of 
the net profit has been disbursed to 
shareholders. 

Originally licensed to operate un- 
der the De Lavaud patents for pro- 
ducing centrifugally cast iron pipe 
on an exclusive basis for the United 
States, the terms of which required a 
royalty of 5 per cent on the net sell- 
ing price of domestic business, the 
company was able in 1939 to revise 
agreements, resulting in a substan- 
tial decrease in royalties payable. 
Certain of the original patents have 
expired, but “U. S. Cast Iron Pipe” 
has many with years to run. 


Market for its products is largely 
construction of sewerage and gas 
mains. New construction is its life 
blood, which raises the question of 
both its war and peace-time uses. 
Building except for war has prac- 
tically ceased, but the potential 
peace-time market is thereby grow- 
ing rapidly. From these facts it 
would seem that the after-war period 
holds no fear for this organization. 
In fact war conditions handicapped 
this company in 1941 through short- 
age of pig iron, allocations, priorities, 
etc., but nevertheless six months’ 
net of $2.61 a share was earned. 
This year for the same period net 
reached only $1.73 per share, the drop 
being more than accounted for by 
increased taxes. In 1941 total Fed- 
eral tax item was $1,460,000. In 
1942, the same charge was $2,634,- 
500, an increase of $1,174,000 equal 
to $1.80 per share on the 695,923 
shares outstanding. 

Construction of war camps has 
been, of course, the bulk of current 
business as no pig iron is available 
for any but direct war use. When 
this need is filled, unless war orders 
for munitions develop, the prospect 
is that equipment will be necessary 
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in other directions. It is observable 
that the war construction program 
is “about caught up” according to 
the remarks of Major General W. D. 
Styer, Chief of Staff of the Army 
Services of Supply at the recent con- 
vention of the Associated General 
Contractors of America. 

The balance sheet of this company 
is so strong that any period of dull- 
ness could easily be encompassed. 
No funded debt, no preferred stock, 
working capital of $9.8 million with 
ratio of current assets to current 
liabilities of 6.5 to 1 present a fine 
picture. Although uncertainty of any 
further dividend this year is some- 
what detrimental, the long pull view 
is excellent. 





Symington Gould Corp. 


What are the speculative possibilities of 
Symington-Gould common at this time? Hav- 
ing 250 shares purchased at 9, I was thinking 
of buying 250 more under 5. Before doing so, 
I would like to get your views because you 
helped me early this year in another situa- 
tion. Is Symington-Gould now deriving much 
of its business from government contracts or 
sub-contracts and what about its profit mar- 
gins? How do you regard its outlook under 
1942 taxes and its present financial position? 
—G. H. P., San Diego, Calif. 


Symington Gould, a_ railroad 
equipment manufacturer, for the 
six months ended June 30, 1942, 
shows a net profit of $3,241,600 
equal to 32 cents on the 1,012,984 
shares of common stock. This com- 
pares with $470,384 or 58 cents a 
share on 810,555 shares in 1941. 
Taxes were computed for this year 
on an over-all basis of 75 per cent 
which will probably come close to 
the final mark. A substantial part of 
current business is being derived 
from war contracts, the management 
pointing out the negotiations provi- 
sions of the “Sixth Supplement Na- 
tional Defense Appropriation Act of 
1942.” Just what this act may bring 
is not clear to business as yet, but it 
is safe to assume that a reasonable 
profit on capital will be permitted. 
Moreover, Symington will continue 
increasingly dependent on new rail- 
road car building, which should show 
great strides with the coming of 
peace, as also will demand for other 
railroad supplies in their catalogue, 





such as heavy castings, draft gears, 
bolsters, etc. For both peace and war 
capacity gross seems assured with 
higher costs of labor and materials 
as a retarding factor. 

The directors recently declared a 
dividend of 25 cents per share, bring- 
ing the 1942 total up to 60 cents. 
Since the previous declaration in 
April this year was 35 cents. the 
desire to conserve cash is apparent. 
It has been found that Government 
contracts require a larger amount of 
liquid resources to handle than is the 
case of peace-time pursuits. In addi- 
tion, taxes take more cash. For a long 
pull investment with better-than- 
average return and _ considerable 
price enhancement possibilities this 
equity is attractive. 





American Home Products 


Thanks to your accurate appraisal of last 
April, when American Home Products was 
selling around 3714, I held on to my invest- 
ment of 100 shares. Now that the stock has 
advanced to my purchase price of 50, I am 
wondering what to do. I note that earnings 
are being maintained around last year’s levels 
but fear that future profits may be severely 
curtailed by rising costs and taxes. To what 
extent will the company benefit from govern- 
ment contracts, civilian demand and the de- 
velopment of its new “sulfa” department? 
Will you please let me hear from you? 
—R. O. C., Kansas City, Mo. 

This holding company of subsidi- 
aries, engaged in the drug business, 
was incorporated in 1926, by inter- 
ests identified with Sterling Prod- 
ucts, Inc., and Household Products, 
Inc., to own many nationally adver- 
tised drug and cosmetic brands. Some 
of the more prominent are: “Colyri- 
um,” “Anacin,” “Bisodol,” “Three- 
in-One Oil,” “Kolynos Dental 
Cream.” 

Sales have risen with remarkable 
continuity every year since 1935, 
when they were above $16,000,000 to 
1941 when they exceeded $44,000,- 
000. Of this total $3,116,674 was 
carried to net, equivalent to $5.12 
per share. For the first six months 
of this year $2.79 was reported, 
against $2.73 in a similar period in 
1941. The security of 20 cents per 
month dividend rate is not threat- 
ened by these returns as a liberal 
proportion of earnings has been con- 
sistently distributed in the past. The 
balance sheet also discloses a sound 
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structure, the ratio of net quick as- 
sets to liabilities being 3-to-1, with 
a working capital total of $13.4 mil- 
lions. 

War conditions are hurting many 
consumers’ goods businesses, but so 
far this has not hurt Home Products. 
A considerable diversification of 
products has aided on this score 
since no single item accounts for 
above 15 per cent of total sales. In 
the “sulfa” department, a remark- 
able development has occurred. Re- 
ports from fighting fronts have been 
glowing on the prophylactic qualities 
of these derivatives. 

The tax base is unusually high, 
due to fine earnings’ record in past 
two years. It is estimated that net 


of $3.52 can be made before the ex- 
cess profits tax becomes applicable. 
This security offers an excellent in- 
vestment for both peace and war at 
present prices of 50. 


Crown Cork & Seal Company 


Would you advise averaging on 100 shares 
of Crown Cork & Seal common which cost 
me 37 in 1940? Selling around 18—with earn- 
ings of $4.68 per share last year, the stock 
appeals to me now. I know that earnings are 
considerably reduced; that dividends are low- 
er but in the past I have made money buying 
stocks when adverse news was out. Are re- 
strictions on tin plate likely to be offset by 
the use of black plate, other substitutes and 
new processes; and the loss of normal business 
made up through war orders? In your opin- 
ion... are earnings near their low?—M. P. T., 
Boston, Mass. 


Crown Cork & Seal Co., manufac- 
turers of cans, cork stoppers, and all 
manner of container devices, in pre- 
senting their six month’s earnings 
statement for June 30, 1942, pro- 
vides some interesting items. Gross 
sales, instead of being cut down by 
war conditions, have actually risen 
214% to $21,706,479. The effect of 
increased costs of labor, materials, 
etc., is disclosed by an operating ex- 
pense of 91% of gross and resulting 
in an operating income of $2,041,581. 
During the first six months of 1941 
the operating expense was 86% of 
gross and operating profit totalled 
$2,868,300. 

The next item attracting atten- 
tion of investors is the total income 
entry, this being an addition of $594,- 
000 to the operating net. In the 
previous year this extra income 
mounted to only $79,000. The bulk 
of this income item, to be exact, 
375,000, of it, arose from leasing 
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the new electrolytic tinning process 
to other manufacturers. This proc- 
ess, developed by the company, en- 
ables a layer of tin to be laid on iron 
(black plate) under such precise 
control that the exact depth of the 
tin coating required is attained. By 
the older “hot dip” process, uneven- 
ness of surface in the iron caused 
over-plating with resulting waste of 
that very scarce metal, tin. This 
process is being let on a non-exclu- 
sive basis, bids fair to provide splen- 
did revenue to the company in the 
immediate future. A measure of its 
importance may be gleaned from the 
fact that net profits for the half 
vear was $721,182, more than half 
of which ($375,000) was received 
from lease of this process. 

War conditions threaten raw cork 
shortages which come from Spain 
and Portugal. Inventory is, how- 
ever, sufficient for a considerable 
period and future supplies are not of 
immediate concern. The conserva- 
tion of tin in the new process will 
not, of course, solve the tin can prob- 
lem entirely, loss of business volume 
in this section of the company’s ac- 
tivities is unavoidable. In this con- 
nection it is interesting to note that 
predictions of heavy decrease in 
gross with its resultant increase in 
costs per unit had not occurred up 
to June 30, 1942. The last half-year 
may justify the pessimistic view, but 
it should not be overlooked that di- 
rect war production on gun mounts 
and other materials is going forward. 
The extent of this business is, of 
course, an unknown quantity, never- 
theless, the assumption is warranted 
that all facilities will be fully used. 

A dividend of 25 cents per share 
was paid on March 25, of this year 
and none since. Keeping the total 
earnings of 90 cents per share in 
mind the failure to pay more is 
possibly due to desire to hus- 
band cash against rising taxes 
and an extremely heavy inventory 
which was approximately $30 per 
share at the close of 1941. The size 
of this item signifies the forethought 
of the management in preparation 
for present conditions. 

The balance sheet discloses current 
assets in the ratio of 3.5 to 1 of cur- 
rent liabilities at the year-end 1941, 
reflecting a very sound financial 
structure. At current levels of 1734 
this security would appear to be un- 
dervalued from even a short term 
outlook. 


Standard Brands, Inc. 


Will you please let me have your candid 
opinion of Standard Brands of which I hold 
500 shares at 9? Does it have speculative 
appeal around 3? Revenue seems to be 
steadily going lower and I read recently that 
there is some question whether the 12 million 
shares outstanding can ever be justified by 
concrete earnings. Is there a possibility of a 
reverse split up? What are the prospects for 
dividend resumption? How is the new man- 
agement progressing?—M. V. R., Cincinnati, 
Ohio. 


With net earnings falling from 31 
cents per share in the first six 
months of 1941 to 19 cents per share 
in the first six months of 1942 the 
question of retention is pertinent. 
Sales increased 25 per cent in 1942, 
but operating net remained approxi- 
mately the same. Higher costs all 
along the line account for this. The 
reduction in net income as against 
operating income is due to increased 
taxes. The new year’s taxes were 
computed however, on a basis which 
we believe to be about the maxi- 
mum which new laws will impose. 
The management is troubled by 
truck and tire shortage in making 
rapid deliveries. Shipping non-per- 
ishable items by other than truck is 
solving some of this. 

It seems as if the tax situation is 
such as to put a ceiling of 50 cents a 
share earnings on the stock. Nothing 
exists ahead of common save 200,- 
000 shares of $4.50 preferred. Earn- 
ings could easily reach 20 per cent 
on present price of stock. So far as 
we know, no plan has been made 
for a reverse split of the shares, 
although we have received a report 
that the question of a reduction in 
the number of common shares out- 
standing is being considered by the 
company. 

New management researches, and 
new plant in Dallas, Texas, indicate 
an up-and-going concern. Results 
are showing in the balance sheet, 
working capital having risen from 
41.8 million to 44 million in the last 
eight months and inventories which 
are very large are being currently re- 
duced. Therefore, the peak of year’s 
financial strain is past. 

With the stock priced below the 
net quick assets we should hold the 
stock for appreciation. The present 
sarnings are sufficient for a small 
dividend, but the president has 
stated that its payment is dependent 
on the cash position which he ex- 
pects will improve in the latter part 
of the year. 








Electric Boat Co. 


I am considering buying 200 shares of 
Electric Boat Co. stock at around present 
market prices, but wish to get your valued 
opinion before making this commitment. 
Do you think the company will be able to 
make more money on its large Government 
orders this year, than it did in 1941—or will 
the Government take back too much of it 
in taxes? I notice that the company has 
paid 50 cents a share on its stock so far 
this year. Do you think there might be an- 
other dividend payment before the end of 
1942? What are its prospects for business 
after the war?—F. K., Denver, Colo. 


‘Electric Boat Co. might be best 
described as a submarine manufac- 
turing yard with a private charter. 
The great majority of our Naval 
submarines are built in Govern- 
ment yards. The company seems to 
possess a monopoly on this type of 
vessel when constructed by private 
builders. In addition to submers- 
ibles, Electric Boat also builds high 
speed subchasers and other vessels 
of this type made prominent by 
use by both sides in the English 
Channel war. At the date of the 
last balance sheet, December 31, 
1941, total current assets were $22,- 
401,507, current liabilities $6,111,302 
leaving net quick assets of $16,- 
300,000. This compares with $13,- 
000,000 as of December 31, 1940. 
Cash rose $3,640,000 alone indicat- 
ing capacity to pay dividends on the 
752,725 (par $3) shares of whatever 
sum the directors choose to disburse. 
Dividends were 90 cents in 1941 and 
50 cents in 1942, the last being 50 
cents on June 10, 1942. Peace-time 
earnings were 75 cents in 1938, $1.44 
in 1939, $2.89 in 1940 and $3.76 in 
1941. These results were of course, 
influenced by the prospect of war. 
Nevertheless the place of the sub- 
marine in a modern navy is growing, 


as is also the demand for high speed 
chasers. The prospects for continued 
capacity business for this company 
after the war are bright. Taxes 
will take an increasing toll which 
can be gleaned from the levies of 
$289,899 in 1939, $759,423 in 1940, 
$1,280,000 in 1941. It must also be 
borne in mind that any too large 
profits would necessarily be re- 
funded to the government since this 
concern enjoys a quasi-official re- 
lationship to the Navy Department. 
For investors desiring the certainty 
of a fair return and a steady, al- 
though perhaps modest, apprecia- 
tion of capital the equity shares are 
attractive. 





Reynolds Tobacco 
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may lift the combined normal and 
surtax rate for corporations to 
with 40% in tax legislation recently 
enacted. If so, Reynolds’ earn- 
ings next year would be further re- 
duced and present dividend might 
have to be shaved. However, com- 
mon stocks are properly being valued 
in the market largely on the basis of 
peace-time prospects and it may well 
be that, regardless of 1943 earnings 
uncertainties, the tobaccos saw their 
lows for the war period last spring, 
along with the general market. At 
this late day the writer would not 
favor selling Reynolds out of invest- 
ment accounts, but new or additional 
purchases should be deferred, since 
more attractive buying levels will al- 
most certainly be provided in periods 
of intermediate market reaction in 
due time. 
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New Goal for 
Payroll Savings Plan! 


Along with increased war produc- 
tion goals go increased costs ; ¢ : 
extra billions which must be raised, 
and raised fast, to win this war. 


That means we must raise our sights 
all along the line, with every firm 
offering every American with a 
regular income the chance to buy 
more War Bonds. YOUR help is 
asked in encouraging employees 
to put atleast 10 percentof their pay 
into War Bonds every payday; 
through the Payroll Savings Plan. 
For details of the Plan, approved 
by organized labor, write, wire, 
or phone Treasury Department, 
Section T, 709 12th St: N. W., 
Washington, D. C; 
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Applying New Yardsticks to 
the Changing Status of 
Common Stocks 





(Continued from page 66) 


however, that the analysis of each 
individual issue is a problem unto 
itself. Stocks, like people, have per- 
sonalities; and the problem of se- 
lecting the good ones is more of an 
art than a science. It is well to re- 
member, also, that the objectives 
and requirements of various inves- 
tors and funds differ. Very few 
issues will satisfy all of the require- 
ments of an ideal common stock 
commitment, but most stocks will 
satisfy some of them. Furthermore, 
it should be stated that we are try- 
ing to set down here some of the 
things to look for in a good common 
stock now, and not to state a num- 
ber of text-book principles for 
common stock investors. 


With this preface, the following 
desirable qualities or attributes to 
be sought at this time in buying 
common stocks may be listed: 

(1) The stock must represent 
ownership in a well-managed com- 
pany. When one buys a common 
stock, he places his capital in the 
hands of some group of persons in 
whose ability, honesty, history and 
future he must have confidence. He 
does so on the assumption that the 
management of the corporation can 
earn more with his money than he 
can earn with it himself. 

(2) Other things being equal, the 
stock should represent ownership in 
a company which is a leader, or one 
of the leaders, in an industry or in a 
specialized branch of an industry. 
Note how many of the selections in 
the supplemental tabulation repre- 
sent “the largest.” “the leading,” 
“the outstanding,” company. 

(3) The company should possess 
outstanding growth possibilities. 
Don’t buy into a decadent industry 
or into an unprogressive company. 
We are entering an age of great 
technological developments, and a 
period of the expanded use and 
manufacture of new things. Be sure 
you buy real potentialities, some- 
thing you can enthuse about. There 
never has been a time in this writ- 
er’s 25-year experience in analyzing 
corporations when so many manage- 
ments have been working on new 
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things and planning new develop- 
ments of a challenging nature. 

(4) It is all right to buy the 
shares of a company which is doing 
a big war business if (a) the taxes 
assessed against the corporation 
are not so large as to threaten the 
soundness of its financial position, 
and (b) the business has outstand- 
ing post-war probabilities. In gen- 
eral, be suspicious of war industry 
issues; but not of war-or-peace in- 
dustries, of which there are many. 

(5) Watch the capital structure. 
A company should not have too 





large a funded or floating debt, too! § 


much preferred stock, or too much | 
common. Some of the best com- 
mitments are in companies which 
have only one class of stock and no 
bonds. Be sure that the number of 
shares issued is not out of propor- 
tion to the size of the company. 
This is especially important when 
buying into growth companies. One 
could tell a let better story about 
General Electric, for instance, if it 
did not have so many shares out- 
standing. 

(6) Assuming that one of the at- 
tractive things about stocks right 
now is that they represent assets, 
look into what physical property 
the company owns. Does it hold 
vast ore reserves, control great other 
mineral resources such as oil, own 
big mventories, or represent exten- 
sive aggregations of plant and ma- 
chinery? Buyers are going to be 
looking for properties like this when 
they begin more anxiously to hedge 
against inflation. 

(7) Don’t be too worried if a 
company is not earning or paying 
in dividends as much as it formerly 
did. This is an abnormal war 
economy, and current earnings 
(especially after present abnormal | 
taxes) in many cases are a poor| 
measure of what a management can | 
do under more favorable peace con- | 
ditions. Remember the company | 
probably is not worth buying on its | 
war earnings, but only on its peace | 
earnings. Keep in mind, too, that | 
the buyers of stock today and to- 
morrow are more interested in ap- | 
preciation than current earnings and 
income. Income is not so much 
sought after when the government 
takes such a large part of it in taxes. 

(8) Try to base your commit- 
ments on what investors are think- 
ing and what they are likely to 
think. Mathematics and economics 
should be supplemented with a gen- 
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Enemy planes coming over . . . and 
thirty minutes to wait while your 
plane warms up! Thirty minutes! 
And your plane pinned to the deck 
like a giant eagle helpless 
before the vultures closing in .. . 
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There was a time—and it was not so 
long ago—when this could have 
happened. For it actually took thirty 
minutes of warming up before a carrier 
plane could take off thirty 
minutes of time lost and ten 
Ballons of gasolene wasted. 


Then, out of ceaseless research, came 
the Cities Service Immersion Heater 

a compact instrument that keeps oil at 
uniform temperature. 


Today, equipped with these Heaters, 
our planes can take off almost instantly. 
And they are taking off—carrying the 
fight to the enemy on all the far-flung 
battlegrounds of the world! 


Chalk up another smash hit for Cities 
Service! The same research that de- 
veloped Cisco Solvent and Trojan 
Lubricants has scored again—this time 
for Uncle Sam. 


In war, as in peace, the ideal of Cities 


Service remains the same. Service to 
the Nation! 
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erous dash of applied psychology, 
especially in a market of the type 
this article visualizes. 

(9) Don’t buy on the bulges. 
War markets are nervous markets, 
and not one-way streets. Buy when 
the news is bad, and stocks are going 
down. Exploit fear. Avoid being 
victimized by your own impatience. 

This article has been  supple- 
mented by a list of 31 stocks which 
appear to possess good possibilities. 
The list could be greatly enlarged 
and does not purport to be inclusive. 
It does not include many “asset” 
issues, for instance. Some stocks, 
like United States Steel, American 
Sugar Refining, Swift & Company 
and General Cigar, sell in the mar- 
ket for only a fraction of the re- 
placement value of the assets rep- 
resented. No utilities have been 
mentioned because utilities are 
allergic to inflation; but the utilities 
are very cheap in relation to former 
prices and should benefit from price 
control (which is cost control) and 
a more conservative political envi- 
ronment. Only one railroad is in- 
cluded because of the uncertain 
future of the industry, but the low 
price of railroad shares probably 
already discounts, to a considerable 
extent, the public’s expectation of 
lower profits after the war. 

What the writer has tried to do, 
both in the text and in the supple- 
mental list, is to stimulate thought. 
After all, buyers of common stocks 
are essentially speculators; and those 
who assume risks should do so with 
intelligence, and on their own re- 
sponsibility. 





Shall | Continue to Hold 
Merchandise Stocks? 





(Continued from page 74) 


less pronounced. August was about 
5% under last year but was never- 
theless the best month since January 
on a seasonal basis. A new buying 
spurt now appears to be getting un- 
der way, and the stores have found 
it unnecessary to repeat the tradi- 
tional slogan “do your Christmas 
shopping early.” In the week ended 
October 10th sales showed a gain of 
25% over the same period a year 
ago, according to figures compiled 
by the Federal Reserve Board. How- 
ever, sales in the previous week 


gained only 2% and the new buying 
wave was attributed partially to last 
year’s poor showing when the new 
excise tax went into effect, though 
buying in anticipation of shortages 
and threatened rationing measures 
also played an important role. 

The department stores in some 
districts are badly handicapped by 
the exodus of girl employees to mu- 
nitions factories, where they can fre- 
quently get two (or two and a half) 
times as much weekly income. Even 
in New York City the stores are 
worried about the prospective short- 
age of help for the Christmas season, 
and are appealing to “white collar 
type” girls. The National Retail 
Dry Goods Association estimates 
that employment turn-over is run- 
ning 30 to 40% above normal. With 
“green” help, ceiling prices and pro- 
spective rationing, store managers 
are having sleepless nights, but at 
least they don’t have to lie awake 
thinking up new selling slogans, clev- 
er “ads” and sales tricks. 

Moreover, the credit department 
can now take it easy, for installment 
accounts and open credit accounts 
have dropped about 30-45% since 
January. These decreases are of 
course due to several factors—the 
new Federal Reserve rules which 
tightened up installment buying, the 
improved cash position of many 
customers, and the decreased avail- 
ability of “heavy” installment goods. 
While the new rules caused some 
difficulties when first issued, cus- 
tomers have apparently become 
reconciled to them and the stores 
now find they are quite helpful in 
bringing slow-paying customers to 
account. It seems likely that the 
rules may survive the post-war 
period, since they afford moral sup- 
port to retailers in dealing with re- 
calcitrant credit users. 


Summarizing, the department 
stores will get through this year 
safely because of their large inven- 
tories, but next year (along with the 
mail order companies) they will be- 
gin to feel the pinch in “hard lines” 
goods, as well as in any rationing of 
soft lines which the Government 
may undertake. Profit margins will 
also be narrowed somewhat by high 
labor costs, only partially felt in 
1942. The degree of local prosperity 
will also prove a factor—in this re- 
pect New York stores are currently 
lagging due to shortage of war busi- 
ness in that area, but this may be 


ameliorated modestly next year. 

The chain stores seem to be mak- 
ing a better and more consistent 
showing than other branches of the 
retail business. Sales increases in the 
first half averaged around 16% and 
September figures were still better 
(see table). While these companies 
doubtless have labor troubles, their 
help does not need to be so carefully 
trained and the problem of labor 
turn-over is less complicated. More- 
over, they sell comparatively few 
big “gadgets,” and their “hard lines” 
are limited to smaller hardware 
items, kitchen ware, electric sup- 
plies, etc. While they will in time 
feel the metal shortage, their man- 
agements are very resourceful in 
developing new lines. Thus Wool- 
worth is pushing a home library 
(books sell at 69c) including such 
items as “How to Take Care of a 
Baby,” “Appreciating Music,” “How 
to Dance” and “World History at a 
Glance.” It is cooperating with 
Doubleday, Doran & Co. in the ven- 
ture and is not bothered by war- 
time restrictions. 


The 5c-$1 chain stores also benefit 
more than other retailers by the 
huge increase in spending by the 
lower-income population. They are 
the poor man’s “department store,” 
hence it seems likely that they will 
continue to prosper next year, 
though taxes and higher costs will 
further narrow their profit margins 
on the increasing volume of sales. 

The grocery chains in recent years 
have been going through a meta- 
morphosis, many small units having 
been replaced by bigger and _ bet- 
ter self-service “super - markets.” 
“Super” volume in 1941 was esti- 
mated at around $3,000,000,000, the 
“independents” like King Kullen 
claiming two-thirds of this. Food 
rationing will of course cut into 
these figures, possibly late this year. 
By increasing the turn-over in rela- 
tion to overhead, the chains have 
been able to further reduce prices, 
severely handicapping the indepen- 
dent grocers except where they oper- 
ate on a special-service basis, with 
charge accounts, deliveries, and 
“quality” lines. Some super-markets 
have been inconveniently located, 
and since customers must drive to 
their doors, the independents’ de- 
livery service may now give them 
some advantage. 

However, those markets that are 
located in the cities are mainly in 
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central trading areas. In general 
customers are making fewer trips, 
buying more per trip, and some cus- 
tomers are “sharing the car” with 
others. Some stores must relocate. 
They can find empty auto show- 
rooms, but equipment must be 
moved. New openings have slowed 
down as compared with the former 
rate of 100 “supers” a month. 

The chain and super markets are 
preparing to meet the loss of food 
items by diversifying into other 
lines—crockery, drugs, flowers, etc. 
Due to the labor problem, self- 
servicing is being extended even to 
dairy products, vegetables and 
meats. 

Since expanding national income 
is first reflected in larger food pur- 
chases, sales for the grocery chain 
stores have continued to run sub- 
stantially over last year, the current 
rate of being around 25%. How- 
ever, a good part of this is due 
to the higher prices. Sales gains may 
now taper off due to growing short- 
age of merchandise, etc., but re- 
cently a buying move has developed 
in “scarce” foods. 

The huge increase in dollar sales 
has helped to offset narrowed profit 
margins due to the price ceilings. 
However, the new taxes will prob- 
ably about offset any gains in net. 
Next year some stores may begin to 
show moderate sales declines as im- 
ported and rationed items cut into 
sales. Many stores are already re- 
ported to be out of coffee. 


The industry has been interested 
in the talk of Federal subsidies, but 
would much prefer a thorough read- 
justment of ceiling prices to corre- 
spond with the present level of 
wholesale food costs. This would 
permit them to re-stock some dis- 
continued lines. The OP A has al- 
ready made some concessions, and 
more may be forthcoming. The out- 
look for 1943 seems moderately 
good, but profits will decline some- 
what below this year’s levels. Of 
the main branches of trade, those 
handling food or other “soft goods” 
exclusively are in the best position. 
Merchandising stocks should be ap- 
praised for investment purposes 
mainly on the basis of “normal” or 
peacetime prospects. On that basis, 
seasoned issues may be considered 
sound buys in periods of market 
reaction. In the writer’s opinion, 
this group is not attractive at pres- 
ent market levels. 
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CURRENT BOOKS THAT WILL BE OF INTEREST 
TO YOu! 


Should you be interested in a current book not reviewed here, we will be glad to 


obtain it for you. 


You can secure any book published through this department, so take advantage of the 


service offered. All books mailed postpaid. 


THIS FOE WE FACE 
PIERRE J. HUSS 


Doubleday, Doran & Co. 300 pp. $3.00 

Mr. Huss was a correspondent in Berlin for 
eight years. Shortly before Pearl Harbor the 
author had an interview with Hitler. The in- 
terview was not for publication. The writer 
gained the impression that Hitler was afraid 
of President Roosevelt. During his stay in 
Berlin Mr. Huss made many friends among the 
Nazi hierarchy. 

»»> @ «« 


MEN ON BATAAN 
JOHN HERSEY 
Alfred A. Knopf. 318 pp. $2.50 

The story of Manila and Bataan. A tragic 
tale. Hr. Hersey gives word pictures of some 
of the heroes. General MacArthur is por- 
trayed as a remarkably brilliant and brave man. 

>> @ «« 


THE COMING SHOWDOWN 
CARL DREHER 
Little, Brown & Co. 419 pp. $3.50 

Mr. Dreher states that capitalism has failed. 
It must be succeeded by collectivism. Fascism 
will get us if we don’t watch out. According 
to the author, there is a coming showdown. 
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NAZI EUROPE AND WORLD 
TRADE 
CLEONA LEWIS 


The Brookings Institution. 200 pp. $2.00 

A valuable reference source for those in- 
terested in the problems of world trade. The 
book discusses the problems of world trade in 
a German-dominated continent of Europe. Rus- 
sia and the states in the Russian sphere are 
excluded. 
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STRATEGY FOR VICTORY 
HANSON W. BALDWIN 
W. W. Norton & Co. 172 pp. $1.75 

A book to be given serious attention. We are 
not doing enough. To achieve total victory it is 
necessary to stint and to sacrifice without 
complaint. The author produces facts to prove 
his statements. 
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HOW MANY WORLD WARS? 
MAURICE LEON 


Dodd, Mead & Co. 164 pp. $2.00 

The Foch plan in 1919 was defeated by the 
opposition to it of Woodrow Wilson. A con- 
tributing cause was the determination of Wil- 
son’s adversaries to avoid any responsibility 
for maintaining world peace. Maurice Léon in 
his reminiscences points out the alarming fact 
of history repeating itself. There are many 
friends of so-called ‘‘democratic’’ Germans and 
their activities are in a great measure similar 
to those pro-German influences with which both 
—— and his political opponents had to 
contend. 


NO RETREAT 
ANNA RAUSCHNING 
The Bobbs-Merrill Co. 309 pp. $2.75 

Mrs. Rauschning is the wife of an early 
member of the Nazi party. She, and her family 
lived in Danzig on a farm. This is the story 
of their life and their flight from Nazi tyranny. 
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WASHINGTON IS LIKE THAT 
W. M. KIPLINGER 


Harper & Bros. 522 pe. $3.50 

A comprehensive and popular book about the 
capital and the people who are running the 
war. Mr. Kiplinger was once an Associated 
Press reporter. His news letters are famous, 
and this book seems to be headed in the same 
direction. 
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DU PONT ONE HUNDRED 
AND FORTY YEARS 
WILLIAM S. DUTTON 
Charles Scribner's Sons. 396 pp. $3.00 
A biography of a business. The history of 
the Du Pont industries since the establishment 
in 1802 of a small gunpowder factory. Rich 
in personalities. 
2d @«¢ 
THE AIRCRAFT YEARBOOK 
FOR 1942 
HOWARD MINGOS, Editor 
Aeronautical Chamber of Commerce of Amer- 
ica, Inc. 693 pp. $5.00 
The official reference work of the Army and 
Navy air forces. A recognized authority in the 
Congress of the United States. Some of the 
interesting subjects covered are as follows... 
The War in the Air... U. S. Government 
Civil Aviation ... U.S. Air Transport Activi- 
ties . . . The Aircraft Manufacturing Industry 
. .. Flying Facts and Figures. 
»>e«< 
THE PROBLEMS OF 
LASTING PEACE 
HERBERT HOOVER and HUGH GIBSON 
Doubleday, Doran & Co. 291 pp. $2.00 
Although America’s prime purpose is tc 
achieve victory in this war, we should also do 
some serious thinking about the problems of 
peace. According to the authors, postwar prob- 
lems will become insuperable unless we begin 
to plan now. A book to be read by all serious 
thinking Americans. 
>> @ «< 


AMERICA ORGANIZES TO 


WIN THE WAR 
PRESIDENT FRANKLIN D. ROOSEVELT 
VICE-PRESIDENT HENRY A. WALLACE 
PRIME MINISTER WINSTON CHURCHILL 
and eighteen others 
Harcourt, Brace & Co. 395 pp. $2.00 

The fundamental issues of the war are dis- 
cussed ... its causes... and essential dif- 
ferences from our other wars. This book tells 
our war and peace aims, and also, how we pro 
pose to carry them out. 
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RATIONED RUBBER AND 
WHAT TO DO ABOUT IT 
WILLIAMS HAYNES and ERNEST A. HAUSER 
Alfred A. Knopf. 181 pp. $1.75 

The facts oe our tangled rubber crisis. 
The whole story of rubber .. . from the bound- 
ing balls that Columbus gave to Queen Isabella 
to American synthetic rubber substitute. 
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BIBLIOGRAPHY OF LATIN 


AMERICA 1935-1940 


J. J. BERLINER & STAFF 
All the Latin American countries are listed 
individually. All important news events are 
listed and a complete compilation of reference 
sources is included. 
»e@«<« 


PERSONAL FINANCE AND 

MANAGEMENT FOR THE 

ARMY OFFICER 

LT. COL. CHARLES R. HUTCHISON 

D. Appleton-Century Co. 185 pp. $1.50 
Of topical interest, this book should be wel- 

comed by thousands of new army officers. Many 

problems must be met by commissioned officers 

in time of war. Concise and helpful. The au- 

thor taught at West Point for several years as 


Assistant Professor in the Department of Eco- 
nomics and Government. 


Indicate book you want and mail with check to 


BOOK DEPARTMENT OF THE MAGAZINE OF WALL STREET 


90 BROAD STREET 


NEW YORK, N. Y. 
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The Future of Small Business 


(Continued from page 63) 





goods. He suggested (1) facilities 
for orderly withdrawal of some of 
the stores before they had “wasted” 
their assets; (2) limiting the entry 
of new concerns into the trade fields 
except in defense localities; (3) 
limitations against stores in one field 
taking on the lines of another; and 
(4) concentration of existing volume 
of business “in a few nucleus con- 
cerns” with “compensation for 
closed firms.” 

The latter recommendation drew 
fire immediately from Lew Hahn, 
general manager of the National 
Retail Dry Goods Association. He 
said that the Department of Com- 
merce specialists were taking “an 
undertaker’s attitude toward the 
retail business.” It was his conten- 
tion that “production of more con- 
sumers’ goods” was the surest way 
to close the inflation gap. 

In all proability there won’t be 
any more consumers’ goods than 
Mr. Crowder expects. The govern- 
ment is unlikely to provide any 
“burial fund” for small retailers; 
and many retail enterprises will 
close their doors, more because their 
operators can make more money 
elsewhere than because they can’t 
“get by.” One of the causes of dis- 
content apparently was not even 
mentioned at the Senate Committee 
hearings. Small retailers, and other 
small business men do not like regu- 
lations and restrictions; it is more 
difficult for small business than for 
big business. to submit to regulation 
and meet regulative reqiurements. 
Not a few stores probably will be 
closed by their owners because of 
annoyance and disgust. Small busi- 
ness is a citadel of economic free- 
dom, and it resents invasion. 

But it should not be assumed 
that the outlook for small business 
during the war is entirely drab. 
There are some bright spots. Cer- 
tainly the retailers operating in de- 
fense areas will not starve, and 
many of them will make more 
money, before personal income tax, 
than they ever dreamed of. Every- 
where there will be a considerable 
supply of necessities available for 
distribution. Most business will be 
for cash. If a business man decides 
to retire from trade, inventory losses 


probably will be negligible because 
taere will be a demand for any serv- 
iceable goods. The chain stores will 
close many of their least profitable 
outlets. Gasoline rationing probably 
will help the small fellow more than 
it will hurt him. Indeed, some con- 
traction in the economy, some de- 
terioration in the standard of liv- 
ing, might help the small store more 
than it would hurt it. A good deal 
will depend on location and _ local 
conditions. 

In general, the problem of the re- 
tailer will be to get goods, not to 
sell them. So far as prices are con- 
cerned, it will be his task to satisfy 
the government rather than to 
please the customer. The customer 
is mot likely to be critical so long 
as he can get what he wants. 

Indeed, some years hence, when 
supplies of goods again become 
abundant and competition among 
small retailers once more is normal, 
the small storekeeper may look back 
on the war years as “the good old 
days.” 

Most figures indicate that big 
business at present is expanding, 
while small business is contracting. 
This is because the war effort 
can be most expeditiously handled 
through larger units. War is big 
business. Regimentation encourages 
large units and discourages small 
ones. Right now Americans are con- 
cerned about winning the war, not 
about the structure of the war-time 
economy of manufacturing or the 
structure of the economy of war- 
time distribution. They want re- 
sults, not ideals. No one is greatly 
concerned about the trend toward 
bigness, because it is recognized as 
necessary in the winning of the war 
and regarded as temporary. 

After the war, things are going to 
be different. At a recent gathering 
of economists it was agreed by all 
that the war was doing two things: 
(1) greatly increasing the capacity 
of America to produce, and thus 
making toward post-war abundance: 
and (2) causing technological prog- 
ress more rapid than anything this 
nation or any other nation has ever 
seen. The post-war period will be 
a period of abundance, and the 
abundance will have to be distrib- 


uted. Manufacturers will have to 
reward retailers for distributing the 
huge volume of products they will 
produce; and past experience is that 
the small business man is the best- 
high-pressure distributor. Retailing 
is bound to come back, and rewards 
for retailing will have to be high. 

The small manufacturer at pres- 
ent is at a disadvantage, not because 
of his lack of skill and aggressive- 
ness, but because artificial war fac- 
tors are taking his market from him 
and preventing him from obtaining 
the labor supply and the flow of 
materials which he needs in order to 
operate. These are all passing fac- 
tors. As soon as the war is over and 
economic conditions return to some- 
thing like normal, the small manu- 
facturer once more will be in posi- 
tion to utilize his skill, resourceful- 
ness, ingenuity, efficiency and elas- 
ticity of practice. He is definitely a 
part of the American system, and in 
the long run will benefit rather than 
lose from the economic and social 
consequences of this conflict. 

Small business needs no Govern- 
ment funeral fund. So far during the 
war the number of enterprises which 
have been winding up is only a little 
larger than usual. The loss in the 
number of units has been due largely 
to the fact that so few new small 
ventures are being launched. Obvi- 
ously this is because in war-time, 
when wages are so high if you will 
work for someone else, there is less 
incentive to operate your own busi- 
ness. This is a passing situation. As 
soon as it pays aggressive people to 
own their own businesses instead of 
work for others there will be another 
generation of small retailers; and as 
soon as the labor and materials are 
available once more, the small manu- 
facturing plants will reopen and 
thrive. 
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Securities Disturbing 
Investors 





(Continued from page 71) 


in bullion produced, plus increase in 
expenses. 

Dome is the third largest gold 
producer in the Porcupine District 
of Ontario. It has increased its po- 
tential life by buying up surround- 
ing properties. Output has ex- 
panded moderately in recent years, 
but this will be reversed for the 
duration. The company also owns 
60% of the Sigma Mines in Quebec 
and 30,000 shares of East Geduld, 
one of the most profitable mines in 
South Africa. Dome Mines’ finan- 
cial position is strong with current 
assets 2.7 times current liabilities. 
There is no funded debt and no 
preferred stock ahead of the 1,946,- 
688 shares of capital stock. With 
$6.8 millions in working capital the 
company has no difficulty since gold 
is sold directly to the Canadian 
Government. 

Today the outlook is clouded. 
The Dominion government has tak- 
en over virtual control of the Cana- 
dian mining industry so as to speed 
greater output of base metals. This 
means a labor shortage for gold 
mines which will become increas- 
ingly severe as the armed forces and 
war industries need more men. 
More rigid curb on gold mines is 
forecast. As production falls a 
higher per-ton operating cost is en- 
tailed by Dome Mines. Until the 
war ends the stock is in a dubious 
position. 

The dividend was cut this year to 
40 cents quarterly (Canadian cur- 
rency), as compared with the regu- 
lar 50-cent payments stockholders 
had been receiving. At the present 
price of 125% this represents a return 
of over 12%. However, J. H. Stovel, 
general manager, in an announce- 
ment just released to stockholders 
points out the serious labor and 
material situation and the _possi- 
bility that gold production may be 
reduced further. He frankly states 
that dividends will be subject to 
further cut. 

The more favorable side of the 
picture was expressed recently by 
Jules S. Bache, president of Dome 
Mines, who stated: “The longer the 
war, the greater the safety in gold 
as a refuge against inflation. Al- 
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though there is a momentary cloud 
over the operations, gold does not 
deteriorate in the ground. If we 
don’t take it out now I hope we will 
in the not too distant future under 
more favorable conditions.” 

Conclusion: Sale of the stock is 
recommended for the duration by 
those investors more concerned with 
dependable income and price en- 
hancement in the year ahead. For 
a long-term investor Mr. Bache’s 
views are sound. 





Speculative Survey of 
Warner Bros. 





(Continued from page 83) 


used, will be helpful. 

In connection with foreign assets 
of Warner Bros., the expectation 
that American motion picture pro- 
ducers will secure, in their entirety, 
the “blocked” funds held in Great 
Britain presents an interesting pic- 
ture. Net current assets of this com- 
pany as of July 26, 1941 (date of 
consolidation of accounts of British 
subsidiaries), which were held in 
Great Britain, approximated $2,000,- 
000. Cash amounted to $1,240,000, 
and accounts and notes receivable 
$558,000. In this connection, it must 
be remembered that acquisition of 
the 25% interest in the Associated 
British Picture Corp., Ltd.,_ in- 
volved borrowing from an English 
bank by the British subsidiary of 
£903,150, the amount of the pur- 
chase price. This loan, which is 
guaranteed in full by Warner Bros. 
Pictures, Inc., and in part by two 
British subsidiaries, is secured by 
the shares purchased and by mort- 
gages on fixed assets of British sub- 
sidiaries. As of August 30, 1941, the 
loan had been reduced by £375,000 
through payments by the British 
subsidiary of about £260,000 from 
the July 26, 1941, cash balances and 
the remainder from funds collected 
after that date. 

As of May 30, 1942, the latest 
date for which data are available, 
net current assets of British com- 
panies were less than $800,000. In 
the absence of detailed information 
with regard to the possible applica- 
tion of British liquid assets against 
indebtedness to British banks, the 
degree to which the current working 
capital position of the company 
might benefit by the release of 
“blocked funds” is not determinable. 


Among the most valuable assets 
of the motion picture organizations 
are their “star” actors and actresses. 
Upon the popularity of these “big 
name” performers, as expressed in 
box office receipts, depends in large 
measure the success or failure of a 
feature picture, with repercussions 
upon corporate revenue. Induction 
of some of the more prominent male 
actors into the armed services is 
certain to exercise some influence 
upon the course of company re- 
ceipts. Insofar as Warner Bros. is 
concerned, latest advices are to the 
effect that but one of their foremost 
actors and one prominent director 
have actually joined our armed 
forces. As the war is prolonged, 
other prominent actors will doubt- 
less also join some division of the 
military services. It is a question, 
of course, whether their successors 
will enjoy a comparable degree of 
popularity. The public taste is 
fickle, and it is always possible that 
such an eventuality might result in 
the uncovering of a new “top flight” 
actor. On the other hand, the loss 
of some of its principal actors could 
have a rather deleterious effect upon 
the company’s revenues in future. 

Some indication of confidence in 
the company’s prospects is furnished 
by announcement that the three 
Warner brothers, all officials of the 
company, had increased their hold- 
ings of the common stock during 
August, to a point where their com- 
bined interest amounted to 9.2% of 
the total outstanding 3,701,090 
shares of common. At the end of 
August, the three brothers held ap- 
proximately 40% of the 99,617 
shares of preferred stock outstand- 
ing. 

Clearing of preferred accruals 
would involve an expenditure of ap- 
proximately $3,368,000. As of May 
30, 1942, cash holdings totaled 
$8,805,000, while Government bond 
holdings amounted to $2,429,000. 
The preferred stock has risen from 
a low of 65 this year to a recent peak 
of about 81. The advance has doubt- 
less been inspired in considerable 
measure by expectations of more 
liberal disbursements in the not dis- 
tant future, on account of the sub- 
stantial arrears. The size of such 
payments, when and if made, will 
be governed by the aggregate of 
funds deemed necessary for the ef- 
fective operation of the company’s 
business in its widespread ramifica- 
tions. 
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Not since 1930 has any distribu- 
tion been made on the common 
stock of Warner Bros. In view of 
the large preferred accumulations, 
resumption of payments on the 
junior issue appears remote. How- 
ever, indications of possible sub- 
stantial payments on preferred ar- 


rears will find reflection in the 
market action of the common, and 
as a long-term speculation on such 
action, as well as on maintenance of 
earnings on bases approximating 
those recently prevailing, this issue 
possesses speculative appeal. 
Deducting arrears, the preferred 


shares provide a current return ¢ 
over 8%. Including such accumula 
tions in the market price, the yield 
is about 5%. Indications are tha 
the minimum normal dividend o1 
this issue will be maintained indef 
initely. Acquisition on semi-specu 
lative basis is recommended. 
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